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Foreword

chool boards, superintendents, teachers’ unions, and politi-
cians have worked for over a century to improve the lot of
America’s teachers. And working together, these parties have
succeeded. Pay is up, conditions of employment are better, and
benefits are stronger. As a result, teachers in large numbers are
making education their life’s career. This brings us to the topic
of this important report: the retirement and replacement of
teachers and administrators. Frank Auriemma, principal of the
Pearl River Middle School (New York); Bruce Cooper, Fordham
University Graduate School of Education; and Stuart Smith, di-
rector of publications, ERIC Clearinghouse on Educational Man-
agement, have examined the process of teacher retirement,
bringing together for the first time the relevant published infor-
mation, state data, case studies, and the effects of carly retire-
ment incentives on school district policy and programs.

This book has many audiences. Superintendents and school
boards should pay heed: with the “graying™ work force, almos
every school district confronts the problem of having one gen-
eration of teachers retire and having (o recruit another, while at
the same time working to improve the programm and solve
financial problems. Early retirement, tco, has become a major
management tool. How can leaders entice some teachers to
retire: while muaintaining the quality of their educatonal pro-
grams? How do districts set long-range plans while losing sca-
soned teachers?

State policy-makers are critical here: as keepers of the teachers’
pension systems and as major financial contributors to those

vili
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& Any teacher, or

prospective

teacher, can use

this book fe figure

out how much

their pension will

be.

»

systems, each state government must keep its retirement fund
viable, while setting policies that do justice to teachers and
helping districts to manage the retirement process. As this book
points out, many states now penalize teachers for retiring early.
On the other hand, some districts are experimenting with early
retirement incentive plans (ERIPs). One branch of government
says "go out now™: another says “we'll dock your pension” for
the rest of the retiree’s life, by 3 percent or even 5 percent for
every year that teachers retire before their full years of service
and before reaching a certain age. The right hand's fighting the
left.,

Teachers will find this book useful, too. since it treats retire-
ment policies in all 50 states, including teacher and employer
contributions, years required for retirement, and even a means
for calculating a teacher's own pension. Hence, any teacher, or
prospective teacher, can use this book to figure out how much
their pension will be. Since unions are also vitally concerned,
teacher leaders may wish to examine the entire retirement
process: its rules, rights, procedures, contradictions, and prob-
lems, noting the complexity of this ficld. As Keith Geiger.
president of the National Education Association, has pointed
out, retirement is nothing to take for granted nor is it for the
light-hearted. 1t's tricky territory, governed by federal. state. and
local laws and policies. Unions understand that with age, teachers
seem more and more willing to sacrifice some salary incre-
ments now in exchange for better pensions later.

For all those interesied in the personnel function in education,
retirement has moved closer to the front of a long line of
issues. Once far behind unionization, health benefits, pay in-
creases, and staff development. teacher retirement now  has
become a major frontier in the management of education with
hundreds of thousands of teachers on the threshold of leaving
the profession. Retirement involves the complex interaction of
local contracts, state regulations, federal laws and policies. with
a healthy dose of good planning and management.

The financial stakes are high as well. Billions of pension fund
dollars are on the line as states work to fund their plans. Along
with higher teacher salaries have come bigger school bud-
gets—a large proportion going to the district’s most senior
teachers. The national average salany for teachers is now 834,000,
and some school districts find themselves paying top-level
teachers more than $70,000 a year. Eardy retirement becomes
an option at this point, since a once-awarded bonus becomes
an incentive for a teacher to retire and save the district thou-
sands over the years.,

’.._\
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® Case studies in
this book give
useful data and
methods for
evaluating the
effectiveness of
various teacher
retirement in-
centive plans. ee

These authors found that a growing numbcr of older teachers
want to retire—even to retire early if given an incentive. Case
studies in this book give useful data and methods for evaluating
the effectiveness of various teacher retirement incentive plans.
Good information and careful thought are important to all parties:
teachers, administrators, school boards, superintendents. and
policy-makers, not to mention parents and community. A well-
managed carly retirement program. according 1o Auriemm,
Cooper, and Smith, can berfit teachers when they retire, can
grant administrators a chance to bring in new teachers, and can
significantly reduce the district's budget just at a time when
money for education is ever tighter,

The American Association of School Administrators is pleased to
have this book available to school leaders. We need more
information on teacher retirement. Of course. we share with our
fellow educators the concem that educators at all levels be
allowed to retire with dignity and live comfortably after a career
in education. We owe a greal deal to our veteran teachers, We
respect their efforts and applaud the 30 states for creating some
of the world's Largest retirement systems.

We realize, however, that in times of tight money. we need to
protect and improve these retirement systems. We support the
authors” suggestion (0 convene a national commission to look at
teachers retirement as part of our planning for the 21st century:,
Our ability fo attract and hold a bigh-quality, wlented teaching
corps depends to a great extent on our willingness to guarantee
teachers a decent retirement. We are a long way toward this
goal, as this book so ably points out.

As Americans, we should pay tribute to the many sacrifices and
supreme contributions of teachers and administrators. Their re-
tirement leaves us with a foss of their great talent and experi-
enoe.

Let's resolve that their retirement should allow them to hve with
dignity as o new toree of dedicated educators moves into our
nation’s schools.

Richard D, Miller
Fxecutive Director
Americern Associction

of School Administratons
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INntroduction

o an extent unprecedented in public education in the United
States, teachers are forming a stable and mature work foree,
which is a tribute to the improved salaries and benetits and the
higher status given professional educators today. More teachers
are staving in their jobs through a full career and are approach-
ing retirement in the largest numbers in our history. Whereas
only two decades ago the average age of teachers was 25,
today it is 44, Nearly a million teachers will reach retirement
age in the next 9 to 11 years,

Whereas better pay, health insurance. and muaternity leave
were big issues in the 1970s and 1980s, the retirement plans
and pensions received by teachers and administrators are likely
10 become of critical interest during the 1990s and into the 21st
century. Will school systems and states be able to manage their
retirement programs to benefit all parties involved: young and
veteran teachers. school districts, states. and students?

This report examines teacher retirement—Dboth full-term and
“early"—across the 50 states, focusing on the opportunities and
dangers posed by the exodus of large numbers of older, more
experienced teachers. In the pages that follow. we seek an-
swers to three related sets of questions:

I How do the regular retitement plans in the S0 states operate?
Who pavs? How much? When are teachers eligible and how
much do they receive? What benefits continue bevond retire-
ment? Can they resist borrowing against them, cutting resources
to them, or downright squandering them?

2. What are the nature and effects of the early retirement incen-
tive plans (ERIPS) in selected districts and states? How well do

R IR
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The Context of
Teacher Aging
and
Retirement

How Do Stiate
Retirement
Plans
Operate?

these plans work in reducing staff without layoffs, cutting
budgets without reducing salaries, and replacing veteran staff
with new, talented, well-trained teachers?

3. What recommendations ¢an be made to improve the quality.
efficiency, and future of teacher retirement into the 21st cen-
tury?

Chapter 1 presents the issues of teacher aging, retirement, and

early retirement in a context of school planning, management.

and change. In particular, this chapter traces the development
of teaching as a carcer, from a period of occupational depen-

dency to one of greater professional independence, from a

field with high turmover and attrition to one of increased

stability and longevity, and from the aeed to retain teachers for
longer periods to a renewed interest in encouraging them to
retire.

The history of pension funds is interesting in itself. Starting out
as "bural societies” for destitute old teachers, pension funds
have grown into one of the largest finuncial systems in the
nation. with assets of over $3500 billion.

This chapter also examines problems the retirement systems
face and asks how school districts might effectively manage
the retirement and replacement of teachers.

Chapter 2 surveys retirement plans in the 50 states: their size,
numbers. requirements, formulas for determining pension lev-
els, stipulations, laws, federal and state roles, and so forth. This
chapter presents and analyzes comprehensive, state-by-state
information not previously joined in a single document. Signifi-
cant differences among state pension plans are evident. For
example, states vary in the percentag.  of teachers who are
still working and thus contributing to the states’ retirement
systems compared to those who have retired and are drawing
a pension. ftates also differ in both who contributes (employee
alone or both employer and employee) and how much, rang-
ing from 3 percent to 10 percent by employees and 3.5 percent
to nearly 20 percent by the employer.

States permiit teachers to retire at very different ages (from 53
in New York to 65 in Towa) and with differing years of service
(from 4 to 335). though several states allow a mix of both
service and age, adding up to, say. a total of 85. Although most
workers in the private sector are “vested” in their retirement
systems after S years, teachers become vested after anywhere
from 3 10 20 years of participation, depending on the state.
Being vested allows teachers to protect their pension should
they leave the system before retiring. Before being vested,
teachers ure only entitled to the amount they themselves con-

-
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How Effective
Are Early
Retirement
Incentives?

& Many states
penalize early
refirees, whereas
school districts
encourage
them, with
teachers caught
in the middie. %

infroduction 3

tributed and not to their employer's contribution or interest
camed on this money.

Chapter 2 also provides useful information on how 1o calculate
a teacher's pension, with relevant data by state. Variation here,
too, is great, as the formulas utilize varying percentages of
teachers final average salaries, not to mention the wide dis-
parities in teachers final salaries between districts.

Two additional issues are also covered. First, a few states have
not enrolled their teachers in the federal Social Security system.
second, some states actually continue benefits and give “raises”
to teachers afler they retire, usually depending on the earnings
from the investments of the state pension system. Many states
even waive state income tixes on pensions for retired teachers,
though all must pay federal income taxes on their retirement
plan earnings.

Chapter 3 looks at a relatively recent phenomenon in person-
nel administration: local and state programs to entice teachers
to retire early. Empirical methods are used to assess the effec-
tiveness of various plans. When are teachers eligible for early
retirement? How much of an incentive is necessary to persuade
them to take early retirement? How do state retirement policies
obviate the effects of local early incentive programs? Many
states penalize early retirees, whereas school districts encour-
age them, with teachers caught in the middle.

This chapter includes analysis of retirement incentives in six
districts (two with liberal retirement incentives, two with mod-
erate incentives. and two with conservative bonuses for retiring
early). These districts use a varety of enticements: a flat cash
bonus, a percentage of salary payout, and a buy-back of
accumulated sick days. By analyzing the results in the six
distsicts over a three-year period. we provide some useful
information about how incentives work: amounts spent and
saved, numbers of teachers eligible to retire early versus those
that accept (or rejec) the option, and teacher replacement
COSLS,

This empirical rescarch presents three means of evaluating
carly retirement programs:

1. Assessing Incentive Plans: By generating 4 ratio of the cash
incentive payout divided by the top teacher salary in the
district, we can standardize the incentive to make comparison
possible.

b

Assessing Plan Participation: In the six districts, we were able
(0 determine the teachers who were eligible and those who
accepted the retirement package. indicating the attractiveness

1o
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How Can
Teacher
Retirement
Pilans Be
Improved?

of the incentive. Also. we determined how effective each dis-
trict was in replacing retiring teachers.

3. Assessing Plans™ Cost-Effectiveness: A cost-benefit analysis al-
lowed us 1o determine the cost of each district’s retirement plan
and how much the district saved by not replacing teachers or
by replacing them with lower-paid teachers. The amount saved
divided by the amount paid out (the cost-effectiveness quo-
tient) gives a good indication of how well the retirement
incentive plan worked in each school system.

Drawing conclusions from these data, we advise school offi-
cials on how to create. implement, and evaluate an early
retirement program.,

Chapter 1 summarizes six crucial issues surrounding teacher
retirement:

et

the fiscal viability of state retirement systems

e

the apparent conflict between certain state policies on early
retirement and those being priacticed by local school districts

3. the inability of teachers to transfer their retirement programs
from one state to another in keeping with changing employ-
ment pattems

+. the lack of tlexibility in investment and withdrawal policies for
teacher participants in state pension plans

5. the lack of teacher control over their pensions

0. the inequalities of retirement benefits across school districts,
rich and poor. in any given state because of wide disparities in
final teacher salaries

Facing the challenge posed by these issues will require coordi-
nation of efforts at the national, state, and local levels. We
therefore call upon the U.S. Secretary of Education to convene
a netional task force on teacher retirement so that states and
school districts can begin 1o improve and coordinate their
retirement policies.

As the nation moves toward a national curriculum. national
testing. and national certification of teachers, it is timely to
examine the retirement issue from a national perspective as
well, Indeed. many teachers are members of the nation's larg-
est, strongest, and best funded pension programs, programs
that compare favorably with many private retirement plans
found in business and commerce. Extending these pension
benefits equitably to educators across the nation is a major
challenge for the future in education,

lu
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The Challenge of
Teacher Retirement

e Noone canbe
forced to retire
simply because
of his or her age,
even affer age
70. »
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tate employee retirement svstems can undoubtedly beim-
proved. .. . For the most part, the 90% of all state and local
employees covered by these systems are well served. Over the
past 3-10 yrars, the state legislatures have enacted and con-
tinue to enact major legislative reforms that have resulted in
administrative improvements for these systems that put them
ahead of thoir private and federal government counterpans. ...
In summary. the state regulatory frameworks governing state
retirement systems are well conceived and for the most part are
well enforced. Its up to state government ofticials, retirement
system administrators, systems members and the concerned
public to make certain that they are effectively implemented.
(Reilly 1985, p. O

A teacher's retirement is a poignant moment, the end perhaps of
a long career and the beginning of leisure, For some it is 4
dreamed-of chance to start a4 new profession or hobby, or even
to take a teaching job elsewhere, Whatever the teacher’s per-
sonal feelings and future plans, he or she may also qualify for a
long-awaited benetit: a state pension that totals about two-thirds
of the average of her last few years' salary. The typical teacher
carps @ pension over a 25- to 35-year period, as both the
teacher (employee) and the district. or the state (employer)
jointly contribute to the state’s public employee retirement sys-
tem. The state invests these funds to carn interest for the
teachers and the state (Taylor 1980).

The dedision to retire is the employee’s alone to nuke, for,
under law, no one can be forced to retire simply because of his
or her age, even after age 70. In making this decision. the
emplovee may take into account his or her expected pension

> 1.




The
Importance of
Pension
Management

income, Social Security, and other benefits, Now some school
districts are giving their older teachers another factor to weigh
in the retirement decision: “sweeteners™ to encourage the teach-
ers to retire’ early, leaving their jobs before the end of the
qualification period (Tarter and McCarthy 1989).

Teachers have struggled long and hard for decent pensions as
part of the movement in the 20th century to improve educators’
salary, health insurance, life insurance, and other conditions of
work (Taylor 1980, Bleakney 1972, Graebner 1984, Greenough
and King 1976, Kotikoff and Smith 1983). The mere fact that
millions of teachers have stayed in the profession for three or
more decades and have reached the designated retirement age
(usually 60) is a good indication of just how much better the
working conditions for teachers have become. Better pensions
are a major improvement and a strong factor in holding teach-
ers in education for their full careers.

Today, teacher retirement programs are among the largest in
the nation, a sign of the commitment of government, unions,
school policy-makers, and the public in general to help the
elderly. especially those who dedicated their lives to the educa-
tion of children.

At the district and state levels, pension munagement is of
increasing importance for several reasons. First, the process of
retirement is essential to the administration of schools. Each
school district must assess its programmatic, curricular, and
staffing needs to determine the actual number of teachers
required. As teachers retire, the district must decide whether to
fill the retirces’ positions or not. The quality and depth of
school courses and programs, to a great extent, depend on the
ability of school districts to find and train replacements for
retiring staff.

Second, the teaching force is growing older and salaries are
much higher. The average age of teachers in New York State,
for example, increased from 28 to 44 years between 1970 and
1990, Teachers at the top of the salary scale in the United States
now earn an average of $41,000 plus fringe benefits. In some
districts, teacher salaries exceed $70.000 per year. With so
many highly paid statt, districts are considering carly retirement
as a less expensive, casier, and less painful means of reducing
senior staft and cutting budgets than electing to lay off younger
teachers. By replacing these veterans with young teachers at
the bottom of the pay scale, districts can save thousands, even
millions, of dollars over a number of years. Districts with a
surplus of teachers who do not have to hire replacements can.
of course, save even more.

1o



The Challenge of Teacher Retirement 7

Third, pension funds for public employees, including teachers,
are costly to state and local governments. In most states, the
school district, county, or state unit of government is required
to make a regular contribution to the retirement system based
on a percentage (averaging about 9 percent yearly

e By replacing these veterans

nationwide) of the salary of every state, city,
county, and school employee. With millions of

with young teachers at the teachers approaching retirement age, some states

bottom of the pay scale,
districts can save thousands,

risk overdrawing their retirement funds or hav-
ing to take dramatic steps to support them: for
example, raise the retirement age from 60 to 62,

aven millions, of dollars over  as proposed in Maine; borrow the money: or

a number of years.

An Aging
Work Force

raise axes.
9

From the individual's perspective, job retirement
is one of the most important events in a person's life, one of
the key “stages of personal and career development” (Castetter
1992, p. 498). From the perspective of school leaders, politi-
cians, and union leaders, retirement has become big business
of utmost importance. In contrast to what was once a relatively
simple process of saving money for the later years of life (see
McLoone 1987, p. 223), we now have a system of enormous
complexity with the arcane language of pensions, annuities,
ERIPs (early retirement incentive plans), COLAs (cost of living
allowances), vesting, 403B plan, the Age Discrimination in
Employment Act, and so forth. From essentially a “mutual aid
society,” pension funds have grown to become a multibillion
dollar system that helps to support older employees once they
retire from their jobs and are no longer drawing a regular
salary.

Furthermore, retirement has become of greater interest to teach-
ers. administrators, policy-makers, and unions as the teaching
force has grown older and pensions have become a central
issue in contract negotiations, a subject of battles with the state
legislature, and a large repository of money greedily eyed by
cash-starved states. As one politician admitted, It will be hard
for us to keep our hot little hands off the teachers” pension
fund money. It can bail out bankrupt cities and act as seed
money for new early retirement plans.”

Before exploring some of the changes taking place in teacher
retirement systems, we will ook more closely at one of the
reasons behind these changes: the aging of the teacher work
force.

Coaxing older teachers into retirement has only recently be-
come a policy issue in education (Tarter and McCarthy 1989:
see also Wood 1982, Ridley 1974). Before the 1970s, teacher
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tumnover ran as high as 23 percent yearly, with the result that
most teachers left the profession before school boards and
superintendents needed to worry about offering  retirement
incentives. Only when teachers started to make education a
lifelong career did the “graying™ of the teaching force become a
concern, requiring new policies and programs to induce vet-
eran staff to retire and then replace them with new teachers.
Teaching is no longer a4 voung person’s profession. As an
example of the dramatic changes in the age distribution of
teachers in recent decades, table 1 presents these changes in
the state of New York between school years 1969-70 and 1989-
90. In 1969-70. the largest age cohort was the 18-to-25-years-
olds, who composed nearly 27 percent of New York's teachers.
Four years later. in 1974-75, the 20-t0-32-year-old group was
the largest, with 32.1 percent of the state's teachers, By 1979-
80, the largest group (28.5 percent) was age 33 to 40. This age
group remained the largest through 1984-85 when it increased
to 34.3 percent of the total teacher population. In 1989-90 the
age group between 41 and 48 became the largest group at 34.5
pereent.

The bottom line of table 1 shows the average age of New York
state’s public school teachers by year, rising from a mean age
of 28 years in 1970 to 44 years in 1990, almost a one-year
increase in age on average for each calendar year. At this rate,
by about 1995, the largest group of teachers will reach the age
of retirement eligibility, making retirement incentives a big
issue for school management and teacher unions alike.

Percentage of Teachers by Age Cohort and
Sample Yeor in New York State, 1969-90

SAMPLE YEARS (EVERY FOURTH SCHOOL YEAR)

Teachers 1969-70 1974-75 1979-80 1984-85 1989-90

Ages

18-25Yrs.  26.7%  14.3% 4.1% 3.3% 4.0%
26-32 Yis. 231 32.1% 255 12.8 121
33-40 Yrs. 16.2 17.9 28.5% 343% 236
41-48 Yrs. 12.8 17.0 2.0 24.5 34.5%
49-56 Yrs. 129 12.3 16.1 17.6 17.7
57-64 Yrs. 8.3 57 6.2 6.9 7.2
65 + VYrs, 1.0 7 7 b 9

Average Age 28yrs. 32 yis. 3Qyrs. 40yrs. 44 yrs.

Source: Public School Information Center (199 ).
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The aging of the
work force is
evident, with a
marked incredase
in the
percentage of
teachers in their
40s. »

The Challenge of Teacher Retirement ¢

Number and Percent of Teachers
by Age Group,
1983 and 1988

AGES OF TEACHERS BY HALF AND WHOLE DECADES

Twenhes Thirties Fortias Fifhes Sixtias
20-24 2529 30-34 3539 | 4044 4540 50-64 5559 60+

Yeor
1083 TR 147% 180 188% 123% 8% B1x %% 51%
(228 (37 7% (209%) (14 0%)

1988 68% 7™ 41% 1948 76% 123 82% 01% 42%
(18 3%) (33 5% (29 %%) (14 3%

1983 Total: 3.55 millon 1988 Total: 3.78 miltion.

Source: Notionat Center for Education Statistics (1990).

Table 2 shows trends in the number and distribution of teach-
ers in the nation as a whole between 1983 and 1988, The aging
of the work force is evident. with a marked increase in the
percentage of teachers in their 40s (29.9 percent in 1988, up
from 20.9 percent in 1983). Meanwhile, the percentage of
teachers who were in their 20s declined from 224 percent in
1983 to 18.3 percent in 1988 In 1988, the average age of all
U8 teachers was +3 yveurs,

Table 3 shows the actual sizes of the age cohorts in 1987-88.
Teachers who are age 30 or vounger are now outnumbered by
those over 30 (310901 to 110.857). When the 40-vear-olds,
who now comprise more than 30 percent of the work foree,
age into their 30s, the number of potential retirees could nearly
double. In anticipation of these retirements. the Bureau of
Labor Statistics believes that by 1995 the demand for new
teachers will grow by 20 percent. The aging work force, then,
will make retirement incentive programs an even more impor-
tant concern as the 45-year-olds (nearly 800.000 strong) reach
their 30s in the next 5 vears, What was once a profession of 20-
somethings. voung people passing through the classroom on
their way to starting a family or moving 1o a different profes-
sion. has become a stable group with more teachers in their
S0s than in their 20s.

Do
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The Changing
Face of
Teacher
Retirement

Age Distribution of the U.S Teaching Force, 1987-88

AGE NUMBER OF PERCENT OF
TEACHERS TEACHER
GROUP

310.901 13.4%
813.204 35.0%
762301 32.4%
416,857 17.9%
Not reporting 40,041 1.3%
Total: 2,323,204 100%

Source: Natonal Center for Education Statistics (1991),

Certain developments are important in understanding the nation's
retirement systems for teachers. We need to see the transforma-
tion of these systems from several perspectives:

1.

b

From Dependence to Independence: Teachers and other public
employeces have moved from being highly dependent and un-
derpaid to enjoying greater economic and professional inde-
pendence; the retirement plan is one example of a benefit that
enables teachers 1o look toward security in their old age.

From Turover to Longerity: Teacher tumover was traditionally
high. influencing the design of retirement plans to reward long
service, upwards of 30 years or more; today, turmover is lower,
leading to a large number of senior staff and high personnel
costs nationwide.

From Longevity to Farly Retirement: Districts are increasingly
using carly retirement incentive plans (ERIPS) to encourage
teachers to leave their jobs before they reach the requisite years
of service and age. These plans, however, run counter to the
policies of most states, which reduce the pensions for those
who leave before their full service and age. Teachers are
sometimes caught in the middle.

. From State Control to Private Alternatives: Public-sector pension

plans have centain qualities and characteristics that set them
apart from retirement programs in business and industry. Some
features of private pensions would be useful in refornming
teachers’ pension plans across the country, including allowing
teachers to add to their pension or withdraw the money in one
fump sum.
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From A measure of a2 modem society is its ability to provide for the
Dependence to well-being of its citizens at all ages. in all stages of life, and
Independence under all conditions. The United States now guarantees some
degree of comfort for many who retire from work through their
public or private pension plans, plus Social Security, which
was enacted in 1935 and has been subsequently amended. In
1951, the Social Security system was extended to public em-
ployees, though five states opted not to join (sce table 10 in

chapter 2).

By the middle of the 20th century, over half the nation’s
workers could look forward to some support when they retired
from work or became too sick to continue on their jobs.
Profound changes in society—the move from the farm to the
city and the breakup of the nuclear family—have made a
systematic retirement system necessary, explaining the passage
of the Social Security Act und numerous pension plans.

According to Bernstein, “Old age on the fam differed greatly
from old age in the city. By and large elderly farmers owned
their land and equipment and worked until late in life, perhaps
to its very end. The grandparents owned the property and to
that extent the adult children were dependent upon them”
(1964, p. 4). In contrast, city dwellers have come to depend on
cash, pensions, and charity, and they usually live apart from
their offspring.

The need for financial help in retirement is one of the demands
of modern, metropolitan existence, and it is exacerbated by
carlier and carlier retirement (down from age 65 to 00 and
even 55 in some areas) and longer and longer life expectancy.
¢ The need for It is not unusual now for people to work for 30 years and be
financial help in retired for 30 years. In 1920, 57 percent of men over 05 were
still working; by 1950, this figure was down to 45 percent; and

refirement is one today. only 33 percent of men over 05 are still employed. This
of the demands changing demography may explain the nation’s commitment to

of modemn, supporting the elderly—including teachers.

metropolitan Castetter has argued that retirement benefits are widely ac-
8 i

existence 9  c¢pied by the public: “Provision for the health and welfare of

ST ETL o0 persons who withdraw from service because of age, years of
service, or disability appears to be one of the values to which
our society is irevocably committed. The 20th century has
witnessed a series of commendable developments aimed at
making life more satisfying and secure for the aged and infirm”
(1980, p. 584).

In the field of education, retirement benefits, along with health.
dental, and disability insurance and improved salaries. have
combined to make teaching a viable, life-long career for in-
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é6 It is not unusual
now for people
to work for 30
years and be
retired for 30
years. ”

From Turnover
to Longevity

creasing numbers of men and women. In fact, one could
reasonably argue that it was the improvement of just such
benefits as retirement that has convinced an ever-greater aum-
ber of teachers to continue with teaching until the age of
retirement.

These retirement benetits, along with better pay and working
conditions. stand in chilling contrast to carlier examples of
dedicated teachers dying in their communities without even
the money for a decent burial. much less a happy retirement.
Teachers responded 10 the shameful conditions of work in
those times by tforming “bural societies” and “mutual aid soci-
eties” 1o improve their standing and to cushion themselves
against illness, poverty. and death. Yet the work, pay. and
benefits were so deplorable in many communities that many
teachers abandoned their profesaion after a few years, often for
other employment or for marriage and a family,

Pension programs in the teaching profession were a surpris-
ingly late development. The Chicago public schools established
the first school pension program for teachers in 1896, Other
cities, including Boston, Philadelphia. Cincinnati, and Balti-
more, followed. New Jersev created the first statewide pension
system for teachers in 1905 (Studensky 1920). By 1917, 22
states had such plans, according to McLoone (1987, p. 229): by
1934, 24 states had them; and by 1930, cach of the 30 states
had a public pension system in place. Prior to the development
of these programs. many generations of teachers had gone
without the security of knowing how they would suppont
themselves and their families when they reached their older
years,

Retirement plans, once rare, have now become nearly univer-
sal among public agencies, with 98 percent of all employees in
state, county, and municipal government-—including schools—
having retirement plans by 1987, These public employee pen-
sion funds have exceeded $300 billion in capitalization, making
them among the largest repositories of money in the public
secior,

In the 19th century and well into the 1930s. teacher tumover
was extremiely high, reaching 23 percent nationwide in some
vears. Teachers simply were unable to “make ends meet” and
suffered from a lack of decent pay. benefits. and future pros-
pects, Hencee, teachers came and went, working for two o five
vears and then changing to other professions, retuming to the
university. or entering murriage and child-rearing.

This turnover was a severe problem. taxing the ability of
schools 1o recruit and prepare teachers for their work, The
pension plans in education and elsewhere were designed o
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The Challenge of Teacher Retirement 13

reward those who staved. though most teachers left the profes-
sion hefore reaching retirement age.

In a 1989 survey titled Characteristics of Stayers, Movers, and
Leaters. the National Center for Education Statistics found thut
during a ope-vear period (1987-88 to 1988-89). the attrition rate
from teaching wis only 5.6 percent nationally, down from 21.7
percent in 1900, Interestingly. the primary reason for leaving in
1989 was “home-making™ and or “¢hild-rearing.™ Many of these
teachers indicated that they planned to return to the classroom
as soon as their children were older, whereas those leaving for
other nonteaching occupations were less likely o plin 1o
retum to teaching.

& The regulations governing

Thus, the retirement systems, with their require-
ment that teachers remain in the profession for a

retirement appear to work centain number of vears o qualify for benefits,
so well, in fact, that they may seem to be working. The programs serve as a

~golden handcuff.” inducing teachers to sty in

punish those who change the same school systems tor their entire careers.

employers, states, or

plans.

The regulations goveming retirement appear (o
o work so well, in fact, that they may punish those
who change employers, states, or plans. Considar

Vesting

the actual case of Diana Kingston (not her real
name). who wanted to leave early and was able to work out 4
cash deal, but 1o do so. she had to scrup her pension for cash
up front (see the sidebar on page 15).

In bricf, to encourage teachers and other school emplovees to
stay in the profession, the state-run retirement plans reward
longevity and punish mobility in four important ways: vesting
requirements. Jack of portability. encumbrance of teachers
own contributions. and long service and age requirements,

Typically. teachers are required to work for the same school
district and thus be enrolled in the same state retirement pro-
gram for a minimum of 10 years to be vested in the system,
States use cJiff vesting. which means that teachers do- not
receive partial credit for time spent previous to the 10-vear
period. This form of vesting also meuns that “the portion of
retirement benefits from the first emplover will not ke into
account subsequent sialary creases”™ CMcLoone 1989, p. 2400,
For example. o teacher who works sixoyears in one retirement
system and then moves 1o another will carry nothing with him
or her and cannot use the fatter block of time to build on the
carlier retirement plan. However. teachers are entitled o re-
ceive the money they put into the system,

Once vested, taachers may Jeave the district or even the state
without losing the benefit. though most states will not pay out
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Nonportability

the vested money until full retirement age. That is, vested
teachers are entitled after retirement age to the full amount of
their contribution, the employer's, and the accumulated interest
over the 30 or so years.

sSignificant penalties could be levied for early retirement, how-
ever. For example, a teacher who becomes vested after 10
years is far short of the 20 years or more of service required for
normal retirement. A state, therefore, might impose on a teacher
who retires early a penalty of 2 to 6 percent per year for each
year of service less than the requisite 20. Thus, teachers with
only 10 years of service could lose from 20 percent to 60
percent of their vested pension depending on the state's retire-
ment policies.

Another way teachers are rewarded for long service or pun-
ished for changing careers is the limited mobility of their
pension plans. If they change emplovers and are not vested,
they lose their pension. However, teachers who transfer within
the state to another teaching job can carry their retirement
benefits with them. Moreover, if the state has a general cover-
age retirement system for employees in the public sector as a
whole, then teachers could transfer their pensions into other
agencies: state government, prisons, recreation, legislative staff,
and so forth.

& A national teacher

retirement system would

Teachers who move out of state and are not
vested lose everything except their own per-
sonal contribution to their pension. If they are

make it possible for teachers  ycsted, they can colleat a pension. but not until
to be as mobile as other they reach their full retirement age. In their new

faculties, receiving credit for

state, such teachers must start over, giving up all
their credit toward retirement, though many states

teaching in all states. " do allow the transfer of retirement credit if a

— teacher is willing to “buy into” the new system.

A national teacher retirement system, much like the one serv-
ing the nation's university and college faculty, the Teachers
Insurance and Annuity Association and the College Retirement
Equities Fund (TIAA-CREF), would make it possible for teach-
ers to be as mobile as other faculties, receiving credit for
teaching in all states. In such a system, states could still impose
different contribution rates and rules.

As McLoone explains, the net effect of vesting and nonportability
requirements is to reward those who stay in teaching the
longest and are least mobile:

From the standpoint of the employer, retirement plans have
assured a permanent cadre of workers, Retirement plans, at
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Diana Kingston had worked for the same
school district as a teacher for 21 years when
she decided to retum to the state university for
her doktorate and to pursue 4 new career as a
researcher and university professor. She did
not want to resign but to retire carly.

Diana tried to figure out what she might
receive in compensation. She knew she could
withdraw the money she had contributed 1o
her retirement account, some $53,000 during
her 21 vears in the district. The district’s contri-
bution of 5 percent, which also totalled about
$33.000. was not hers, however, since she had
not served as a teacher long enough (30 years
was required) and was not yet 60, the official
retirement age

Nevertheless, the district was interested in
retiring its high salaried senior teachers (she
was eaming $40,000 plus fringe benefits) and
had negotiated with the teachers” union a local
district retirement incentive plan based on ac-
cumulated sick days. Of course. the district
also had another reason for agreeing to buy
back sick days: teachers were less likely to call
in sick if they knew they could benefit from
the davs accrued when they retired. In 21
vears, Diana had accumulated 185 unused sick
days, which could be redeemed for $88 per
dayv for up to 200 total days, or $10.280.

Thus, Diana decided to Uretire”™ at age 40,
withy the $53.000 that she had contributed to
the state retirement fund. But she had to forego

least in the public sector, have been based on the idea of a
lifetime career with one employer. In the absence of a single
state-wide plan, credit for service elsewhere in the state und
transfer of credits and funds among plans achieve the same
result of permitting employee mobility and a larger Jabor pool
for a given job. The question of exchanging credits among and
between states and either the federal government or the private
sector remains unanswered. Mobility of workers s therefore
restricted, and the supply of available workers is constricted.
From the standpoint of an individual, the question raised is the

!

NG OUT A PENSION

the amount that had been contributed by her
employer. For 2 minimum monthly payment.
the district did allow her to continue her medi-
cal and dental insurance under the district’s
health plan, saving her a substantial sum since
she was receiving a group rate.

Her carly retirement gave her several op-
tions: she could change careers, as she was
studying to do; she could teach in another
school district instate or out, though she would
have to start her pension fund all over again:
or she could “repay” the fund the $53.000 she
had withdrawn and continue building her re-
tirement fund as before.

The state also offered to allow her to leave
the money in and receive $580 per month
upon retirement, an amount calculated on the
basis of the $53.000 in her account, plus some
actuarial calculation conceming life expectancy
and when her portion of the fund would run
out.

she opted to withdraw the full $53.000. since
she had heard rumors that the state’s retire-
ment fund was undersupported. Fearful that
her contribution would be encumbered until
she reached age 60 (or even 02), she chose o
protect the money aind Keep her invesiment
liquid. Thus she took the check for her contri-
bution plus the sick day pay-back, totalling
nearly $70.000, and went off to get her doctor-
ate.

Cdegree of vesting, (1987, pp. 239-40)
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Teacher
Contribution

Service and Age
Requirements

From Longevity
to Early
Retirement
Incentive Plans
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All but six states currently require teachers to put a percentage
of their own salaries into a pension. reinforcing the commit-
ment teachers make to their own futures. On average. teachers
contribute about 7 percent of their pay 1o the state’s retirtement
fund. A teacher who serves for many years will accumulate a
substantial sum of money.

Teachers are hesitant to endanger this money by leaving their
positions before vesting, leaving the state, or retiring early
because. as we have seen. states usually impose a penalty that
reduces their pension, Furthermore, this money is encumbered
for the long career: it is not available to teachers without
penalty, thus limiting their mobility. Note the case of Diana
Kingston above.

As we shall discuss in the next chapter, states require any-
where between 25 and 35 vears of service and an age of 00,
typically, before retirement and benefits begin. Although states
are experimenting with a variety of years of service. in relation
to age, the net effect is 1o keep teachers on the job until they
reach retirement age.

As salaries rise. enrollments level oft or dedline, and cost
factors jump. school district officials realize that a large amount
of money is spent on pav and fringe benefits tor a growing
cohort of teachers carning salaries at the top “step™ and “track”

(that is. maximum vears of seniority with highest number of

graduate credits from inservice training and university study). Tt
is not unusual for a teacher o have bachelor's and muaster's

degrees and 75 graduate credits, plus 20 or more vears of

experience. and to be caming between $40.000 and $75.000
for the Last 10 or so vears of his or her career.

As we have already seen. the goal of keeping teachers in the
profession through higher salaries and better benetits has mainly
been reached. More and more teachers are staving on for the
full 30 or more vears, and many of these are approaching
retirement. The pension regulations, by offering better working
conditions and a pension svstem o build greater continuity.
security, and longevity, have contributed to Jonger teacher
service and the higher costs associated with longevity.

Recently, however, a relatively new issue relating to retirement
has appedred. Instead of worrying about retaining teachers for
a lifelong career, school boards and superintendents are now
concerned about getting teachers and administrators to retire
lirde carlier. to muke wav for new staft and to reduce the cost
burden of a farge number of senior teachers paid at the highest
sabany level tor several vears, School boards and a few states
(for example. Pennsvhvania) have concocted ingenious bonus
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The Chailenge of Teacher Retirement 17

plans (pavoffs) to induce teachers to leave early. These bo-
nuses include flat grants. percentages of salary, awards of
additional credit years toward retirement. a chance o tum
unused accumulated sick days in for retirement lucre. and
other schemes,

The Pennsylvania law, passed in 1984 by the General Assem-
bly, states:

Early Retirement—Itis the intent of the General Assembly. .
during this period of reduced student population in the public
school system and of fiscal restraint to assist school districts by
providing cost-saving opportunities to school districts to fur-
Jough public school employees by granting eligible public
school employees with a one-time option for early retirement.

seven other states—California, Idaho, Towa, Kansas, Minne-
sota. Ohio, and Rhode Island—have also offered incentives for
early retirement that recognize the size and stability (and costs)
of the growing cohort of older teachers.

Hence. once concerned about longevity of service, retirement
policy is now seeking to reduce service a few years through
voluntary retirement. (Mandatory retirement policies have by
and large been deemed unconstitutional as “age discrimina-

tion.”) This reversal raises some additional ques-

% Once concerned about tions. What is the nature of carly retirement

longevity of service,
retirement policy is now

incentive plans? Do they work in terms of re-
ducing costs and permitting the replacement of
teachers smoothly and effectively? How do teach-

seeking to reduce service a ers weigh the costs and benefits of carly retire-

few years through voluntary

retirement.

ment. p;miculnrly sSingce some states peralize
teachers for early retirement while local school
hoards reward such behavior——a classic case of

®

the right hand not knowing what the left is
doing. Policies at one level of government seem to be working
against those of another level. with employees caught hap-
lesshy in the middle. B
This report, then, addresses the following dilemnma: on the one
hund. the need 1o ensure continuity and longevity for teachers
through a decent retirement program. and, on the other hand.
4 growing need to encourage 2 graving work force to retire a
tow vears betore the state policies permit, to make room for
arers and to help school districts keep costs under control.
Thais “pusi-me. pull-vou™ set of policies calls for careful dedi-
sion-making by teachers themselves and by state and Tocal
policy-muakers.
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The Difference
Between Public
and Private
Pension
Programs

Finally, teachers are part of a public employee retirement sys-
tem that differs from the retirement structure in the private
sector. In particular, retirement in industry is seen primarily as a
kind of forced investment, whereas most publicly sponsored
retirement plans are seen as an employee welfare benefit. Logue
and Rogalski (1984; see also Kutner 1984) explain the differ-
ences in terms of "defined-contribution” versus “defined-ben-
efit” plans.

In the "defined-contribution™ approach, common in the private
sector, “the employer contributes a fixed dollar amount, or
more generally, a specified fraction of an employee's salary to
the plan,” Logue and Rogalski say (p. 3). The amount of the
actual benefit depends on the “investment performance of the
sums invested on the employee's behalf” (p. 3). Here, the
employee bears the risk (both dangers and winnings) of the
plan. On the day when employees retire, they may receive their
entire pension in one “lump sum,” a total cash payout; they
may receive equal amounts over the years, a “life annuity”™; or
they may leave the money in the pension fund or “roll it over”
into other investment possibilities. When their total amount is
delivered or used up, the pension ceases.

At Westinghouse, for example, employees contribute to their
own retirement through purchase of stock options and other
investment opportunities; the corporation also contributes a
percentage for the duration of the employee's career, creating a
fund that can be invested. The employees can help to deter-
mine what form of investment is used, whether stocks, bonds,
or cash (money markets), and set their own financial goal. At
retirement, the Westinghouse employee can determine the form
and amount of payment, as a handbook explains:

1. Total Cash Payout: Westinghouse will mail a check for the
entire lump sum pension to your home within the first two
weeks of the month in which you retire. If you wish to roll over
all or part of your cash payment into an IRA. you must make
arrangements with your own bank or financial institution.

b

Trust-to-Trust Transfer to the Westinghouse Savings Program:
Your entire lump sum, including vour contributions to the Plan,
is transferred directly to vour After-Tax Account in the
Westinghouse Savings Program. The amount transferred will be
invested in accordance with the mix you indicated on the
Request for Rollover.

3. Rollover Deposits: You will receive a check from Westinghouse
for the nontaxable portion (your contribution) of the Lump
Sum Pension Distribution. Westinghouse will then automati-
cally transtfer the taxable portion to your account. Amounts
rolled over will be invested in accordance with the mix you
have indicated.

Su
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In the public sector, in contrast, pensions are seen more as a
welfare benefit and are of the “defined-benefit” variety. Logue
and Rogalski explain how this approach works:

in such plans, the employer promises a specified annual retire-
ment benefit after retirement. In the most typical form, this is
some percentage of salary multiplied by the number of years of
service. If the investment performance of the funds being
invested on the employee's behalf exceeds expectations, the
employer's future contribution to the pension fund may be
reduced. Similarly, if pension funds assets are inadequate, the
employer must make up the deficiency. (1984, p. 3)

In the public sector, the defined-benefit plan also means that
teachers may receive more total pension payments than their
own contribution and interest have accrued. Since life expect-
ancy is rising. and women, who comprise the majority of the
teacher work force, have traditionally lived loneer than men,
the cost of maintaining the retirement system ma  be greater
than the total amount of money contributed by retirc s.

For example, the average teacher eamns in 30 years about
$000,000, of which 12 percent per year is put away toward
retirement. The state invests this $108.000 and earns. say, about
$12,000 on the sum. Hence, the actual amount of the fund for
that teacher (including her own, the state’s, and the investment
portion) is around $120.000. If the teacher retires

o

In a defined-contribution
plan, the retiree is entitled to
what the actual contribution
is worth, plus investment
performance. in a defined-
benefit plan, the retiree
receives a fixed pension for
the rest of his or her life. 99

at an annual pension of $25.000, the $120.000
would be used up in 3 years, but the state
pension system would have to continue to pay
that teacher for as long as she lives—maybe
another 20 or more years.

In a defined-contribution plan, the retiree is en-
titled 1o what the actual contribution is worth,
plus investment performance. In a defined-ben-
efit plan, the retiree receives a fixed pension tor
the rest of his or her life. The government sees

these benefits as a kind of self-supporting wel-

fare fund, whereas businesses tend to treat re-

tirement funds like stock options, as a perquisite of the job in

which the company and worker invest money for the latter’s
use after retirement.

Private pension plans are, theretore, more flexible: employees
can add t¢ them, move them. determine what kinds of invest-
ments shotild be made with their money (money  market.
stocks, bonds), and decide how they want to use the money
after retirement. Public plans are handled by the state, though
teachers may have representation on the pension’s board of

o
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% Today, ca
average
nationally,
approximately
three workers are
contributing for
each retiree; by
2020, the ratio
will be two to
one. ”

Managing the
Retirement
Process

Not a Reduction
in Force

directors. Investment policy is not the prerogative of the teacher.
nor in some states is the distribution of funds after retirement,
except for decisions about payments to the spouse if the
teacler dies. A growing number of states now permit their
retirees to choose from as many as eight different pension
payout plans. Whereas the amount is discrete and limited in
the business sector, pension benefits for public employees can
continue over a lifetime. regardless of how much the employee
contributed (the amount of the benefit. of course, 1s calculated
trom the caming level and years of service).

Private pensions are nearly self-supporting: the amount put in
plus interest is the amount taken out. Public plans, with Social
Security as the prime example, often depend on the state’s and
current workers’ contributions to help defray the cost of paying
the pensioners. State legislatures, depending on continued in-
come 1o cover current expenses, sometimes underfund their
state pension systems. When money runs low, states can raise
the retirement age. increase the percentage of the employees’
contribution. and even restrict withdrawal from the fund by
placing restrictions on carly retirement.

As has been the case with the Social Security system, some
analysts have expressed concern about the future viability of
state pension systems (McLoone 1987). Today. on average
nationally, approximately three workers are contributing for
cach retiree:; by 2020, the ratio will be two to one, which will
require the government to support the system even more than
today, McLoone states that “the increased portion of economic
goods claimed by retirees may change the attitude of society
[voters] toward benefit levels needed by retirees™ (1987, p.
240). We are already seeing signs of consternation in some
states about the continued costs of supporting the system.

Early retirement incentives have some  troublesome implica-
ions for superintendents and school boards. For management.
the risks can be high: they may be accused of coercion, they
may be charged with age discrimination, teachers mav leave in
droves, costs may get out of hand (see Auriemma and Cooper
1992y, and boards may have trouble finding high quality re-
placements without disrupting or changing school curricula.
For example, consider the remarkable case of mass retirements
in the ranks among New York City’s school principals (see the
sidebar on page 23).

Teachers themselves may perceeive the rush to retire them as a
sign of disrespect, of undervaluing their long service and dedi-
cation to the profession. sSome may even feel the pressure to
be illegal, a torm of discrimination. As Turter and McCarthy put
it. "Although carly retirement may be a valued option for some
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teachers, others may believe that they are cffectively being
forced into early retirement with a ‘gilded shove™ (1989, p.
119).

: A poorly conceived and administered retirement plan
# A poO ‘ )
A dy conceived and can weaken teacher morale and offend vocal senior

administered retirement staff at just the time when their cooperation is re-

plan can weaken teacher quired. Keith Geiger (1983), president of the National ‘
morale and offend vocal Education Association, cautions teachers to be very -

careful when negotiating an early retirement plan, for
senior staff at just the time  fear of losing benefits or suffering a reduction of as
when their cooperation is much as 3 percent off their pensions for each year

they retire early. Geiger even questions the legality of
required' ” sL}ch r < - N TG PP PeL l‘ . f vy l > -
i : programs; a New Jersey law, for example, pro
hibits local districts from bargaining a reduction of
the length of service without state legislative action.

Union leaders in general are concerned that districts will use
retiremient as 2 form of “reduction in force,” enticing teachers
1o leave when it is not in their best interest to do so. Be careful.
Geiger counsels.

Once the teachers’ association engages in the responsibility of
negotiating an early retirement incentive. the association needs
to realize that its program could be taking a very dramatic
tum—a tumn for the better or & tum for the worse depending
on how it goes about it and on what it decides. (Geiger 1983,
p. 1M

Carrot vs. Stick Management must also be aware that a badly conceived incen-
tive plan can land the school district in court on charges of
unlawful age discrimination. Older teachers may be enticed to
retire. not shoved, pressed., or singled out for special treatment
(see Tarter and McCarthy 1989).

Incentive plans are only legal as a carrot. not as stick (see
, acleesr o hler 1€ ety -
&6 School districts f\LiL}\‘L‘\ .1‘m1. L‘ hler I?‘)O). When a new plan is offered, anyone
who is of cligible retirement age or beyond must be allowed to
retire. Fairness for all is the doctrine.

must give either
everyone in an

R

In other words. school districts must give either evervone in an
age and age and experience category the opportunity to retire or no
experience one. No favorites can be plaved. where a few older teachers
category the are pushcd. out or “pumshcq for not leaving, while others are

given special privileges, Retirement cannot legally be used to
opportunity to differentiate wanted. highly productive older teachers from
retire or no one.®® those whoare redundant or “over the hill ”

In a LS. Supreme Court ruling on this issue, a retirement plan
is valid if it merely “exists and pays benetits” and is pot
scheme, plan. stratagem, or artifice of evasion designed to

AR
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avoid the intent of age discrimination laws (Mackey and Uhler
1990, p. 42).

The Age Discrimination in Employment Act (ADEA) and subse- :
quent legislation state that *it shall be unlawful for any em- :
ployer . . . to discriminate against any individual with respect to )
his lor her] compensation, terms, conditions, or privileges of
employment, because of such an individual's age” (29 U.S.C., -~
Sect. 032a). Since the laws are so comprehensive and the
number of discrimination cases so numerous
¢ Since laws and court rulings (five are pending in 1992 in New York State
alone), school districts have been advised by
have virfuauy eliminated the their attomeys to avoid reference to “age” for
mandatory age for teacher eligibility in their retirement incentive plans. In-
retirement, the need for well-  stead, districts have used language such as “years
conceived and managed of experience,” since this term is more neutral

and less likely to lead to litigation.
retirement incentives is

0 Further amendments to the law prevent forced
_____ie_qdilyggparem. o retirement at any age, particularly if school dis-
tricts attempt to punish older teachers who do
not retire by reducing their pay or benefits. In effect, all
retirement incentive plans musy be voluntary with no negative
effects on older teachers for not taking the retirement option
when it is offered. Since laws and court rulings have virtually
climinated the mandatory age for teacher retirement, the need
for well-conceived and managed retirement incentives is readily
apparent,

To avoid practical and legal problems such as these and to
cushion themseives against the unexpected, local school sys-
tems have negotiated with their local teachers’ unions elaborate
provisions to ensure that all teachers are treated fairly, that
teachers give sufficient advance notification of retiring so that
there is plenty of time to hire replacements, and that the laws
are carefully observed.

Mass Exodus  Teachers develop close ties to one another over the duration of
their professional careers. Therefore, we should not underesti-
mate the power of group cohesion. both in delaying retirement
and in deciding to “jump ship” together, A superintendent
should not be shocked if almost the entire senior staff of a
school marches into the office and announces that “we came
together and we're going out together.”

I & number of teachers decide late in the school year to retire,
school administrators” quict summer ¢an quickly be thrown
into wrmoil as they scramble to find high-quality replacements.
For this reason, school districts often set a limited “window™ to
use the early retirement incentive, and they specify a certain

N
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An article in The New York Times announced:
“The number of female and Hispanic princi-
pals in New York City's public school system
rose significantly this year, as the city filled
vacancies created by the departure of more
than 200 principals {221 to be exact, out of
1,000 schools in the system] under an carly
retirement plan.” The story continued, "The
retirement plan, intended to save money, had
raised concerns about the impact on the school
of an unprecedented loss of seasoned leader-
ship™ (Berger, October 8, 1991, p. B1).

This news story speaks legions, It alerts us
to the coming wave of retirements, as our
school work force ages and approaches a time
when an early retirement incentive plan can
effectively wipe out a whole cohort of educu-
tors. It underlines the imporance of the retire-
ment of 221 of the older professionals, who
presumably earned top salaries of around
$75,000. And it also points out New York City's
opportunity to save money by hiring both fewer
and less senior replacements; the school sys-
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LOSES  ONEL-FIFH  OF 1S PRINCIPALS  THROUGH EARLY  RETIREMENT

tem replaced only 211 of the 221 who had
quit, for a net savings of nearly a million
dollars).

These cvents also raise the specter of the
possible negative effects of mass resignations
of teachers and the difficulty of finding qual-
ity replacements. What would happen if 20
percent of the teaching staff took an option to
retire early?

This story also underlines the changing na-
ture of urban schools. The student body in
the New York City public schools is 81 per-
cent nonwhite (*minority™), but the staff is still
predominantly white, Anglo. and male, though
the ethnic makeup of educators is starting to
catch up. Whereas 119 white principals re-
tired. only 70 new white principals were ap-
pointed, a loss of 49. Among black principals,
47 retired and 52 were appointed, for a gain
of 5. Women gained 39 positions because 118
of the 211 newly appointed principals were
female, compared to only 79 of those leaving.

Finding Funds
and
Replacements

period of time that must elapse between a teacher's notification
of intent to retire and the actual retirement date. Hanover, New
Hampshire, for example, requires 18 months’ notice.

Another potential pitfall for management is that retirement
plans can be costly, catching school boards and superinten-
dents off guard, as more teachers than expected take the
golden parachute” and drop out of teaching for a second
career or the retired life. If retirement incentive plans are
poorly planned and executed. they can waste money, time, and
effort. They can affect the educational program as well, inter-
rupting classroom instruction. In some districts, teachers have
even retired the day of their 55th or 00th birthday, leaving
unwitting schools and pupils flat-footed in the middle of the
school year.

Even when districts are prepared for teacher retirements, it may
he difficult to recruit trained, experienced teachers (o replace
those who are leaving, With increased state and federal man-
dates, school districts may be hard-pressed, particularly in ur-
ban areas, to find teachers in subjects such as special educa-
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tion, compensatory education, bilingual education, physics, math-
ematics, and some vocational areas such as computer science
(Hecker 1980).

Superintendents, school boards, and principals. then, should
weigh the advantages of retiring older staff and bringing in
yvounger faculty against the dangers of losing more staff than
expected. School officials must evaluate (1) the difficulties of
replacing veterans with skilled newcomers; (2) the availability
of money in the budget to pay the incentive should an unex-
pectedly large number of teachers jump on the retirement
bandwagon; and (3) the discontinuities of having to replace a
whole cohort of teachers who have provided wisdom. stability.,
and depth to schools and departments.

Despite potential problems such as these, most school boards
seem willing to consider an early retirement scheme, for sev-
cral reasons:

* 4 declining enrollment that reduces the demand for staft

» the high costs of maintaining a highly senior teaching staft,
who are paid at the top of the salary scale

e the chance 1o save money by not replacing some retiring
teachers (attrition) and finding less expensive, less experienced
staff to replace the others

* an opportunity to renew the schools by bringing in new,
freshly trained teachers to replace older teachers who mayv be
ready to retire

P

e un opportunity to take advantage of staff changes 1o restructure

e If retirement schools and programs

incentive plans In sum, retirement and replacement—the passing of one gen-

cration and the induction socialization of the next—may rank
are poorly as the key human resource problem of the 1990s. This pr'()hk’m
planned and can be analyzed in various ways, Some may treat it as a purely
executed, they educational or professional concern; others are interested in

the economic issues, secing staff retirement as an area of
can waste manpower change and development. Or as we shall do. retire-
money, time, ment incentives (their structure and impact) can be treated as a
and effort. o critical management and policy problem. a central concern of

= oo e o school boards, school superintendents, and personnel direc-
tors. We know that the personnel function in public schoaols is
in for a severe test in this decade as school boards and
superintendents seck to replace as many as 30 percent of their
senjor teaching staff, safely and soundly. for the benetit of the
Aistrict and its children,

More will be said about the costs and benefits of carly retire-
ment plans in chapter 3. but first it is necessary to understand
how state pension funds for teachers operate.
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Teacher Retirement Systems
in the Fifty States

An
iIncomplete
Picture

eachers and other public employee groups have been very

effective in increasing benefits and the long-term security of

public employees. Ninety-eight percent of full-time workers in
state and local governments had retirement plans in 1987,
according to the U.S. Department of Labors Bureau of Labor
Statistics. The assets of public employee retirement funds are
over $500 billion. (National Education Association 1990, p. 0)

Despite the growing interest in teacher retirement and the high
educational and financial stakes involved, we tound little read-
able, accessible. and up-to-date information on the scope and
operation of teacher retirement plans across the nation. To
make up for this lack, this chapter provides general information
about how these teacher retirement systems work, as well as
specific information about pension funds in all 50 states, which
shoulder the burden of providing for teachers” “golden years.”

What are the characteristics of teacher retirement programs in
the various states? How do they work, and what benefits do
they offer? A number of investigations of these plans have been
made, though none alone gives the whole picture. For ex-
ample, Paul Zom of the Government Finance Officers Associa-
tion in Washington. D.C.. compiled a description of retirement
systems in several states and municipalities,

Zorn (19901 describes retirement systems for teachers along
with those for other public employees. For example. he gives a
compiete overview of the state of Kentucky's retirement scheme,
including the number of working or “active” members. those
vested in the retirement system, and newcomers who are not
yet vested. In addition, Zom's report includes the operating

25
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costs of the retirement program, the total dollars in the system
from contributions and interest on investments, the require-
ments for and benefits of the retirement system, an overview of
the actual investments, and the highlights of Kentucky's laws
and policies on the subject.

While Zom's reports on some states are complete and useful,
only an incomplete picture of retirement plans is given for
other states. For Minnesota, for example, he describes one
district’s plan, the St. Paul Teachers” Reti ement Fund Associa-
tion, but gives no data regarding the rest of the state.

Another organization, the National Conference of Public Fm-
ployment Retirement Systems (NCPERS) (1990), produced an
excellent handbook on teacher retirement in the United States.
This monograph, the result of a two-year study, gives the most
detailed data on all public employees, without addressing
teacher retirement in all states. Hence, we found it difficult to
separate the conditions of teacher retirement from those of
other state, county, and municipal employees, Second, no real
cross-state analysis was done to discemn national trends and
developments.

NCPERS's survey yielded data on each state’s costs of running
its retirement system, a specific description of the plan and its
membership, rates of contribution by members, benefit calcu-
lations, and the investment plan’s yield by year. The NCPERS
study also presented a plethora of data on the innerworkings
of each plan, but, again, teachers are not singled out; extract-
ing that information is difficult 1o nearly impossible.

The National Education Association (NEA). the
o Des‘gned to overcome the nation’s largest teachers” organization, has an ob-

shortcomings of existing vious interest in teacher retirement benefits. The

NEA conducted many surveys on the subject
published sources, our between 1909 and 1985, In Retirement Provisions

survey examined the nature /i, pubiic Education Emplovees: Trends from 1969

of teacher retirement plans to 1985 (1990). the NEA compiled information
on rates of contribution, cost-of-living adjustments.
in all 50 s*a'efe'f 7 ” retirement trends, typical and atypical retirement
S o qualifications, and a brief history of teacher re-
tirement. While these trends and developments are usetul, this
publication does not provide s complete compendium of all

state retirement plans.

Designed to overcome the shortcomings of existing published
sources, our survey examined the nature of teacher retirement
plans in all 50 states. In addition. we sought 1o present the data
in a manner that would allow comparisons by category and by
state, based primarily on the work of the Wisconsin Retirement

N
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PONDERING RETIREMENT THE CASE OF ETHEL LINDSTROM

Ethel Lindstrom was tired and wom out
after some 31 years of teaching third and fourth
graders at West End Elementary School. Stant-
ing at age 24, after completing college and a
stint as an office assistant, she had taught her
children fong and well. Now she was ready to
lay down her chalk and retire.

She called the union leadership, the school
district's Office of Personnel Services. and the
state department of education’s office for infor-
mation about when she was eligible (perhaps
this year?), how much her monthly pension
check would be, and what to do next,

The information was amazingly simple. Dur-
ing her years of service. she had contributed 6
percent monthly from her paycheck toward
her retirement. The school district had in turn
Kicked in an additional 8 percent. Thus, 14
percent of her salary cach year went toward
her retirement.  Although the contribution to
her retirement fund had been 14 percent times
her salary for each of her 31 years of service.
her actual retirement benefits could amount to
more, should she live to a ripe old age. In that
event, her retirement total would outrun the
total of her contribution and the district's or
state's.

But wuas she eligible to retire? Under her
state’s retirement laws, she certainly was. Ms
Lindstrom had worked one year longer than
the required 30 years of service. She was 55
vears of age, exactly the age that the state
required for retirement. Under the so-called
85 Rule.” she had accumulated 31 years of
service. plus the age of 55 exceeding  the
requisite "857 total. She found out that indeed
she could retire any time, even midyear. though
the idea of leaving the kids “in the lurch™ had
not occurred to her.

How much was she to receive tor her retire-
ment? The amount wits based on two facons,

First, she needed to know what her average
annual salary had been as a teacher for the
last three years. She had camed $39.000 in
1989, $40,000 in 1990, and $41.000 in 1991,
not including benefits.  Thus, her average
salary for these three school years was
$40.000. Now, she had 1o clculate the per-
centage of the average salary that the state
would use to determine her vearly pension
payment.  This percentage is calculated by
multiplying 2 pcrcém times each vear of ser-
vice. Since Ms. Lindstrom had 31 years in the
system, she would receive 2 percent times 31
years, or 02 percent of $10,000. Her unnual
pension thus would be $24.800 if she de-
cided 1o retire now, The incentive to keep
working, of course. was that next year she
would receive 2 percent times 32 years or 04
percent of the average of her 1990 through
1992 salaries, perhaps $42.000. Under this
assumption, her pension would  grow 1o
$26.880 just for teaching another year,
Hummbh?

She had to think this one over.  1f she
waited a year or more, she would receive (1)
her regular salary, (2) possibly even an in-
crease, (3) 2 percent per year more toward
retirement, (4) an even higher average three-
vear salarv, and ¢ an extra year, now 32
Wis it worth the money?  What should she
do?  She called her friends. three of whom
came into the system the same year she did.
Perhaps. theyd all go out together! It she
retired. she realized. she would also receive
from the school district a portion of her health
insurance benefits under the plan. What
about the school children  What would she
do with herself at age 357 Certainly. she
could get another job. Doing what .. 7
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Numbers of
Active versus
Retired
Members

Research Committee (Testin 1990). We present information on
several dimensions of the state retirement systems: ratios of the
number of active members to retired members, contributions
by employers and teachers, eligibility requirements, benefit
formulas and limits. the participation or nonparticipation by
state in the national Social Security system, and postretirement
policies and benefits. Data in our survey are current to 1990,

Readers are advised that, althought these data are to our
knowledge complete and accurate, they may not remain so for
long. State retirement systems today represent a moving target,
as they take steps to preserve their financial stability and alter
their mix of services. It is therefore best to regard the data
presented here as a snapshot, a portrait of how these 50
pension systems looked at the time the data were gathered.

Teacher retirement programs are among the largest in the
United States. The retirement fund in each state is protected by
law, guaranteeing employees that their retirement money will
be there when they need it. However, some states do not fully
fund their share or contribution to the pension fund: instead,
they depend on the income from the fund to pay for a portion
of current retirees’ pensions. Thus, to some degree (varving
from state to state and time to time), the pension fund may
depend on contributions by current teachers as well as the
state to remain solvent.

One indicator of the relative “health™ of these programs, then,
is the ratio between the number of contributing (active and
working) teachers and those who are retired and collecting
their pensions from the state retirement systems. A congern
with all retirement programs, including the national Social
Security system, is that the costs of supporting retirees may at
some time outstrip the ability of the system o support the
payments, as retirement expenses rise higher than expected
income and as retirees live longer.

Tuble -+ presents a rank ordering of the S0 states in terms of
their ratios of active members 1o retired members. The first
column lists the numbers of active members of the funds by
state, Because many of the retirement systems include not just
teachers but other public employees as well, no meaning can
be derived from a comparison of the actual numbers,

The second column shows the number of members who have
retired and are receiving the pension. Only three states report
over 100,000 retirees: California, leading with 119,373 teachers
on pension, followed by Texas with 117,885, and Florida with
101,791, but the latter stutes's retirement svstem also includes
employees other than teachers. Altogether in 1990, the states’
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Rank Order of Active versus Retired Members (Ratio) by State, 1990

STATE NUMBER OF NUMBER OF RATIO OF
ACTIVE MEMBERS RETIREES ACTIVE/RETIREES

Florida*® 502,773 101.791 4.94
Georgia 135,526 27,743 4.89
Nebraska 28,629 6.384 4.48
Nevada® 47,365 10.906 4.34
Alabama 101,469 24,086 4.21
Mississippi” 125.838 30,026 419
Arizona® 119073 28,575 4.17
South Carolina* 160,368 38.649 4.15
Utah* 71.014 17.332 4.09
New Hampshire* 34,759 8,555 4.06
Texas 470,042 117.885 3.99
New Mexico 47 851 12,044 3.97
Minnesota 64,796 16,550 3.92
Vermont 2,487 2,547 3.73
Arkansas 42,006 11.300 3.72
New Jersey 114.087 31942 3.57
North Carolina* 223,426 63814 3.50
Michigan 280.000 79917 3.580
Virginio 239,083 69.034 3.46
Wyoming* 30,347 8910 3.41
Maryland® 158,973 48,755 3.26
Oklahoma 63,197 21203 3.1
Colorado” 103.064 33.348 3.09
Missouri 55,198 18.038 3.06
South Dakota® 28411 9.404 3.02
Tennessee’ 153,882 51,155 3.01
New York 195,103 67077 2.90
Connecticut 40,258 13,668 295
idaho* 46,106 16.344 2.82
Delaware* 27241 9,704 2.81
Kansas* 03919 34073 2.76
Loulsiana 85,965 20572 2.81
California 284813 119373 2.79
Alaska 8527 3.098 2.75
lowa*® 131,619 48,103 2.74
West Virginia 49,031 18,104 2.71
Wisconsin® 202.550 76,500 2.65
North Dakota 9,783 3,862 2.53
Hawaii’ 48 411 19,108 2.53
indiana 65986 26173 2.52
Kentucky 46,278 18,619 2.49
Massachusetts 63,821 25908 2.46
Rhode lsland® 26.266 10.853 2.42
Montana 15,087 6330 2.38
Ohio 153,830 66,453 2.32
Oregon’ 119.008 52533 2.28
Washington 47 266 20,951 2.26
inois 101,000 45718 221
Pannsylvania 195,842 02.924 2.1
Maine* 44 955 22.071 2.04

* Retitement system includes employees other than teachers.
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retirement systems had about 1,731,840 retired members on
pensions, with about 5,471,700 members contributing to the
funds.

The third column, the ratio of active-to-retired members, shows
the ratio of working members who are contributing toward the
funding of each retiree. Under some circumstances. this ratio
may be an indicator of the relative health of a pension system,
but only to the degree that the state pension fund depends on
membership contributions to supplement the state’s regular
contributions. We did not intend to assess the viability of the
state retirement systems, but rather to give some sense of their
characteristics.

Obviously. the greater the number of workers and the fewer
the number of retirees, the greater will be the income and the
lower the relative outflow of dollars from the system. However
the size of the pension fund will also depend on the eamings
of the state’s retirement investments, the willingness of the state
or district to fund their share fully, and the longevity of retirees.
Some finance experts advise the retirement systems not to tie
up all their money in investments, because if the

e Altogether in 1990, the
states’ retirement systems

stock and/or bond markets decline, the retire-
ment systems could be greatly weakened (see
Logue and Rogalski 1984). Thus, it might be

had about 1,731,840 retired more prudent to keep some of the money in
members on pensions, with more liquid accounts.

L
about §,471,700 members Another reason these ratios are not necessarily a
contributing fo the funds. 99 reliable indicator of the retirement systems' rela-

tive financial health is that the pensions they pay
out are keyed to the annual salaries of the vet-

eran teachers (with 25 10 35 years of service) at the time of

their retirement. Senior-level teachers’ salaries vary enormously
across states and between districts within a given state, ranging
from about $24,000 to $72,000. Hence, based solely on these
data. we cannot say precisely which states have the financially
Srongest pension systems,

As the table shows, Florida, with +.94 working members for
every retired member, ranks highest Georgia has the next
highest number of working members behind every retiree, with
a 4.89-to-1 active ‘retired ratio. The weakest system, it appears,
is Maine's. with some 22,071 members on retirement pension
and only +4,955 working, for o ratio of 2.04. Next is Pennsylva-
nid, with a ratio of 2.11 (195,842 retired and 92,924 on retire-
ment benefits); Hlinois (2.21), Washington (2.20). and Oregon
(2.28) come next.

The modal states are Tennessee and South Dakota, with an
average of about 3.015 members working for every member
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retired on benefits. The national average is 3.16. the ratio of
5.472 million active to 1.732 million retired members.

Table 3 groups the 50 states by high (4.00 to 4.94), medium
(3.0 to 3.99)., and low rzfios (2.04 to 2.97) as a means of
portraying how the states break down along the active-to-
retired ratio.

¢ The national Only 10 states have high ratios: 6 are Southern states, 1 is from
average is 3.16, New England, and the rest are from the West Sixteen states
the ratio of have f'nedmm ratios, and almost half the states have k.mf ratios.
meaning that they have from about 2.04 to 2.97 active mem-

5.472 million bers for every retired member in their state pension programs.
active to 1.732 Most of these states are concentrated in the East, West Coast,

. tired and Midwest. We can expect more states to join the low-ratio
million retir group as the work force ages and fewer positions are replaced
members. 9  during times of recession and cutbacks. If this trend continues.
_ " even though most pension funds are quite flush at present,
those with the lowest ratios could face some tough times in 15
or 50 years, with more and more teachers collecting pensions
and fewer and fewer contributing to the systems. The other
states, which include several in the Sun Belt. are in a stronger
position,

Research should seek to discover more precisely how much in
any given state the active teachers contribute (in aggregate
dollars), versus the amount the tund pays out, to get some
sense of the relative viability of the nation’s teacher retirement
programs by state. This analysis would require data on annual
contributions and annual payouts from cach of the 30 state
systems, data we were unable to obtain.

High, Medium, and Low Ratios
(Active-tfo-Retired), 1990

HIGH RATIO (4.00 to 4.94). (10 States) Florida, Georgia,
Nebraska. Nevada, Alaboma, Mississiopl, Arizona, South Caroling,
Utah, New Hampshire

MEDIUM RATIO (3.0 to 3.99) (16 States) wyoming. Texas, New
Mexico. Minnesota, Vermont, Arkansas, New Jersey, North
Carolina. Michigan, Virginia, Maryland, Oklahoma, Colorado.
Missourl, South Dakota, Tennessee

LOW RATIO (2.04 to 2.97) (24 States) New York. Connecticut,
idaho. Delaware, Karsas, Louisiana. California. Alaska. lowa, West
virginia, Wisconsin. North Dakota, Hawail, Indiana. Kentucky.
Massachusetts. Rhode Isiand, Montana, Ohio, Qregon. Washing-
ton. lilinois. Pennsylvania. Maine

4o
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Contributions
to Teacher
Retirement

Programs

Contributions by
the Teacher

Contributions by
the Employer

Combined
Contributions

Who puts money into the retirement systems and how much?
Table 6 shows the percentages of teachers” annual salaries
contributed by employees and/or employers to the retirement
plans of the 50 states. The total percentage contribution is
presented in column 3, allowing us to compare the percent-
ages but not the actual dollar amounts,

As shown in column |. teachers (employees) contribute widely
varying percentages to their own retirement. Teachers in Mis-
souri contribute the highest proportion (10 percent). Other
high percentages are found in Ohio (9.25 percent) and in
several states whose teacher contributions vary with seniority:
veteran teachers can pay 10.5 percent in Oklahoma, 10 percent
in Massachusetts. 9.80 percent in Kentucky, and 9.2 percent in
New Hampshire, for example. The rate is 8 percent in Califor-
niz, Colorado, Hlinois, and Louisiana.

At the lower end of the scale, with contributions at about 3
percent, are Delaware, Indiana, and Michigan. Teachers make
no contribution in seven states (Florida, Hawaii, Nevada, Ten-
nessee, Utah, Vermont, and. until recently. New York).

The average teacher contribution is about 0.3 percent annually.

Column 2 indicates the level of support by the state and or
school district (emplover) for their teachers” retirement. We
see, first, that the employers contribute much higher percent-
ages than do teachers themselves. At the top of the scale,
Rhode Island contributes an amount that varies from 13.0
percent to an amazing 20.3 percent annually. Other states with
high contributions are Pennsylvania (19.68 percent), Maine
(1947 percent), Nevada (19 percent), Loudsiana (17.2 percent),
and Florida (1715 percent).

More tvpical are contributions of 12 to 13 percent in such
states as in California, Georgia, Arkansas, and Ohio. The low-
est state contributions are found in Kansas (2.0 10 3.2 percent),
New Hampshire (3.5 percent), Arizona (109 percent, same as
emplovees), South Dakota (3 percent), Towa (575 percent),
and Wyoming (3,08 percent).

The combined vearly contributions of both emplovees and
cmployers, found in column 3. show great variation. Rhode
Island leads the nation in the percentage of salary that teachers
amass toward their retirement. That state's total contributions
range from 211 to 28.8 percent. Other highs include Massa-
chusetts (2:4.2-20.2 pereent), Pennsylvania (259 percent), Con-
necticut €25.5 percent), and Califomia (20 percent). In all these
states, the handsome contribution from the state explains the
high level of percentages, though the exact amount put away

4
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Source and Percentage of Contribution to
Teachers' Retirement Programs by State, 1990

CONTRIBUTIONS

State Empioyee % Employer % Approx Total %
1. Algbama 50 7.57 12.57
2. Alaska 8.65 10.54 19.19
3. Arizona 4,69 4.69 9.38
4. Arkansas 6.0 12.00 18.00
5. California 8.0 12.08 20.0
6. Colorado 8.0 10.2-12.5 18.2-20.5
7. Connecticut 6.0 19.5 25.5
8. Deloware 3.0-50 7.6 10.6-12.6
Q. Florda no contribution 17.15 17.15
10. Georgia 6.0 13.63 19.63
11. Hawdaii no contribution 15.96 15.96
12. idaho 5.34 3.89 14,23
13. lilinois 80 8.2 16.2
14. indiana 3.0 pay as you go 3.0+
15. lowa 3.73 578 9.48
16. Kansas 40 26-32 6.6-7.2
17. Kenfucky 8.38-9.86 10.96-12.44 19.34-22.30
18. Louisiana 80 17.2 252
19. Maine 6.5 10.47 25.97
20. Maryland 5.0 over Soc. Sec. base 14.0 19.0
21. Massachusetts 8/10 16.2 24.2-26.2
22, Michigan 3.043 11.45 14.45-16.75
23. Minnesota 4.5 B.14 12.64
24. Misslssipp! 65 9.75 16.25
25 Missour 10.0 10.0 20.0 -
26. Montana 7.04 7.46 14.50 _
27. Nebraska 6.52 6.68 13.10
28 Nevada no contribution 19.0 19.0
29. New Hampshire 4.6/9.2 35 8.1-12.7
30. New Jersey 5.085-9.09 NA NA
31. New Mexico 7.6 7.6 15.2
32. New York 0/3 varies by tier varies
33 North Carolina 6 835 15.35
34. North Dakota 6.75 6.75 13.50
35. Ohio 925 12.0 21.25
36. Oklahoma 55-10.5 7.8 13.318.3
37. Oregon 6.0 10.2-11.8 16.2-17.8
38, Pennsylvania 625 19.68 2593
39, Rhode Island 7.5-85 13.6-20.3 21.1-28.8
40. South Carolina 6.0 6.95-7.70 12.95-13.70
41, Souh: Dakota 50 50 10.0
42. Tennessee no contribution 11.05-15.03 11.05-156.03
43, Texaos 64 7.65 14.05
44, Utah no confribution 11.85 11.85
45 Vermont no contribution 8.15 8.15
46. Virginia 50 7.51-10.5¢ 12.51-15.89
47. Washington 6.99 11.33 18.32
48, West Virginia 6.0 6.0 12.0
49. Wisconsin 60 6.0 12.0
50. Wyoming 557 5.68 11.25




cach year toward retirement depends on the salary structure of
both the state and local school districts, which vary greatly

across the nation (see Taylor 1986).

e The ratio between the

“richest” and “poorest”

The state with the lowest total percentage in
contributions in 1990 was Kansas, with only 6.6

percentage confributionsis  to 7.2 percent. Other states on the low end are
nec:rty 5:1. This is the smking New Hampshire (8.1 percent), Vermont (8.2 per-

cent), Arizona (9.4 percent), South Dakota (10.0

difference between Rhode percent), and Tennessee (11.05 percent).

Island’s 28 percent and
Kansas’ 6.6 percent. ® tions is 15.0 percent. The ratio between the “rich-

The nationwide average for these total contribu-

Effect of
Variations in
Salaries

Eligibility
Requi_rements

est” and “poorest” percentage contributions is
nearly 5:1. This is the striking difference between Rhode Island's
28 percent and Kansas' 0.0 percent.

The differences across states in the percentages of teachers’
salaries set aside for their retirement can be exacerbated by the
varying salaries for teachers in those states. For example, the
mean salary for teachers in Pennsylvania—a relatively high-
contribution state-——was $38,000 in 1990, The total percentage
of annual salary contributed to the retirement fund in that state
exceeds 25 percent (0.25 percent by the teacher and 19.8
percent by the state/district). Thus, the average teacher in that
state amasses almost $10.000 per year toward his or her retire-
ment.

By way of contrast, in Arizona, one of the lower-contributing
states, the average pay is about $29,000, and the total percent-
age contributed to the retirement system is only about 9.4
percent (4.09 percent each by both employee and employer).
Hence, the average teacher in Arizona receives less than $2.800
toward retirement per year—Iless than one-third what the aver-
age Pennsyhvania teacher receives. Over the careers of teach-
ers, differences such as this will mean that teachers in poorly
financed retirement states will have a much smaller retirement
fund to draw on.

The amount of money states contribute to their teachers” retire-
ment is not the only difference among the 30 states” pension
funds. States set their own policies for the retirement of public
employees, and the rules and regulations they have formulated
vary considerably across a number of critical dimensions. For
example, states have ditferent requirements for the age of
retirement, years of service necessary, vesting. and conditions
for carly retirement (a topic to be discussed at length in
chapter 3.

[V
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Teacher Retirement Systems in the Fifty States 35

Age Of Asshown in table 7, states usually set a minimum requirement
Retirement and for age and vears of service before teachers can collect their
Years of Service pensions. Service requirements range from a low of only 4

years in some states to a high of 35 years in others. Age
requirements likewise vary, from 55 to 65 years of age.

The most common minimum age for retirement is 60; 24 of the
50 states stipulate that age. But in several states, including
Arizona. Florida. Georgia, Illinois, and Vermont. one must be
02 to retire. The highest required age—065 years—is found in
such states as Idaho, lowa, Massachusetts, Nebraska, and Wash-
ington. At the other extreme, New York and Oregon permit
retirement at 55 under normal circumstances.

¢ The most

common Other states permit a range of ages but relate them to the
years of service, the so-called “age/service rule.” These states
combine the number of years of service and age, either as a
retirement is 60; sum of, say, 85 or 9C, or as a ratio with age requirements

minimum age for

24 of the 50 dropping as service years incredse.
states stipulate Arizona, for example. has the most complex and interesting
that age g9 retirement requirements for teachers. As shown in table 7, row

3, a teacher at age 02 can retire after 10 years: at 05, the
teacher can leave after any number of years of service (though.
of course, the pension amount is pegged to vears of service).
Or the teacher can retire if the total of both years of service
and age adds up to 85 or more. For example, a 58-year old
teacher with 27 years of service can retire with a pension,
since 58 plus 27 equals 85.

idaho, Indiana, lowa, New Mexico, South Dakota, North Da-
kota, and Oklahoma all use a variation on the work/service
rule. often in combination with other requirements. Idaho. for
example. permits retirement at age 05 and a minimum of 5
years' teaching in the state. a Rule 90 (say, 35 years of service
and age 55

Generally, the longer the teacher works in the state. the lower
the age level required. Alabama, for example. requires age 00
and 10 years in the state system, but after 25 years” service the
teacher can retire at any age. Alaska specifies age 60 with 8
vears’ teaching, but after 20 years the retiree can be any age.
Hence, a 41 year old could retire and someday collect the
pension if he or she had started teaching in the state at age 21

Colorado. too, has a kind of sliding scale using both age and
service years: 00 yvears of age with 20 years of service: age 55
with 30 vears of service: or any age after 35 years of work.
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Age and Service Requirements for Reguiar Teacher Retirement, by State, 1990

OPTION 1 OPTION 2 OPTICON 3

Age Service Age Service  Age/Service Rule

1. Algbama 60 10 any 25
2. Algska 60 8 any 20
3. Arizona 62 10 65 any Rule 85
4. Arkansas 60 10 any 30
5. California 60 5
6, Colorado 60 20 55 30
7. Connecticut 60 20 any 35
8. Delaware 60 15 any 30
@, Florida 62 10 any 30
10. Georgia 62 10 any 30
11, Hawali 62 10 56 30
12. Idaho 65 5 Rule 90
13. Hinois 62 5 60 10
14. Indiang &0 15 45 10 RRule 85
15, lowa 65 4 Rule @2
16. Kansas 60 35 any 40
17. Kentucky 60 5 any 27
18. Louisiana 65 20 55 25
19. Maine 60 10
20. Maryland 462 5 any 30
21. Massachusetts 65 10
22. Michigon 60 10 55 30
23. Minnesota Social Security
24, Mississippi 55 25 any 30
25. Missouri 60 5 any 30
26. Montana 60 any any 25
27. Nebraska fole) 5 60 35
28. Nevada &0 10 any 30
29. New Hompshire 60 any
30. New Jersey 60 any 55 25
31. New Mexico fold) ) any 25 Rule 75
32. New York 55 20 62 10
33. North Carolina &0 25 any 30
34. North Dakota 65 5 Rule 85
35. Ohio any 30
36. Oklchoma 62 10 Rule 80
37. Oregon 58 any 55 30
38. Pennsylvania 60 30 any 35
39. Rhode lsiand 60 10 any 28
40. South Carolina 65 any any 30
41, South Dakota 65 5 Rule 85
42, Tennessee 60 10 any 30
43. Texas &0 20 55 30
44. Utah 65 4 any 30
45, Vermont 62 10
46, Virginia 65 any 55 30
47. Washirgton 65 5
48. West Virginia 55 30 any 35
49 Wisconsin 65 5 57 30
50. Wyoming &0 4

A
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This flexibility is attractive, since it gives a variation of packages
to teachers.

A few states have no minimum age at all, just years of service:
Alabama. for example, permits retirement after 25 years of
teaching in the state system. In Arkansas, Delaware. Florida,
Georgia, Louisiana, Maryvland, Mississippi, Nevada, New Jersey,
North Carolina, Ohio. South Carolina, Tennessee, and Utah,
teachers can retire after 30 years of participation, no matter
what their ages. Other states reverse the requirenments, meaning
that once a teacher reaches a certain age (in Oregon, it is 58).
he or she can retire regardless of years of service. though, of
course, the pension is very low if the teacher had worked only
a few years in the state.

In summary, most states have some requirement

# Most states have some
requirement of minimum
age, usually 60, and years
of service, between 25 and
30, before people are
eligible for retirement

beneﬁts.

of minimum age, usuall. 00, and years of ser-
vice, between 25 and 30, before people are
eligible for retirement benefits. (Teachers, of
course, dre free to retire after vesting without
losing their investment. but they cannot collect
their money until they fulfill these requirements.)
Despite these general similarities, states employ
much varation and creativity, as the following
examples show:

o

e 22 @ Variable ratios. West Virginm: age 00 with 5

years in the system: age 55 with 30 years in: or any
age after 35 vears of service.

o Total ages: A few states have adopted very simple formulas.
North Dakota and South Dakota, for example. require that
years of age plus service total 85.

o Service only: Ohio suys to teachers: teach 30 years and retire:
we dont care how old you are. Sturt at 21 and retire with
benetits at 31, period.

o Age ondy: If you are a teacher who reiaches age 60 in New
Hampshire, you can retire with pension. regardless of years in
the system. Washington requires 035 years of age and a4 mim-
mum of only 3 vears of teaching.

o Age plus minimum service: Vermont requires age 02 with 10
vears of service. New York, perhapy the simplest, specifies age
35 with 20 vears’ service. Start teaching in New York at 25 and
retire at 55, for example. with full pension benefits (under a
new “retirement incentive plan,” teachers can retire at age S2or
at 30 with 30 vears of service and get “credit” toward retirement
for the last three years),

These combinations are interesting. showing real variation and
imagination. Most states use more than one variable, factoring
in hoth age and years of service to obtain an acceptable ratio.

2,0
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Vesting Vesting is an important concept in the process of retirement. It
guarantees that the participant, after so many years. will re-
ceive some pension benefits from the system, even if he or she
does not attain the number of years of service normally re-
quired for retirement. For example, if a teacher is vested after
five years, but then leaves teaching or the state in the sixth
year, he or she will still be eligible for a modest pension, but
only at the age specified in table 7 above. If the teacher leaves
before five years, he or she loses any rights to a pension,
though her own contribution to the pension plan, based on a
percentage of her yearly salary, is hers for the taking,

Workers in the private sector, once required to work for up to
25 years before their pensions were vested. are now protected
by federal law guaranteeing them a vested retirement fund
after 5 years. This protection is afforded by the Employment
Retirement Income Security Act (ERISA) of 1974, which re-
quired vesting after 10 years, and the 1980 Tax Reform Act,
which Jowered the maximum years for vesting 1o 5.

As shown in table 8, teachers are vested in their states” teacher
or public employee retirement systems in a wide range of
vears. In 23 states, a teacher is vested after five years. But
almost an equal number of states, 20, require 10 years of
teaching in that state 10 become vested. Minnesota has the
shortest period, with only three years required before becom-
ing eligible for vesting; Towa, Mississippi. Utah, and Wyoming
require four years. West Virginia requires 20 vears, double that
of the next highest state requirement of 10 years.

The three examples in the accompanying sidebar illustrate
how the coefficient (percentage), vears of experience, and

Years to Vesting for Teachers by State

THREE YEARS (1 state) : Minnesota
FOUR YEARS (4 states): lowa, Mississippi, Utah, Wyoming

FVE YEARS (23 states) . Arizona, California, Colorado, Delaware, Idaho, lilinois,
Kentucky, Maryland. Missouri, Montana, Nebraska, Nevada, New Mexico, North
Carolina, North Dakota, Ohio, Oregon, South Carolina. South Dakota, Texas,
Virginia, Washington, Wisconsin

EIGHT YEARS (1 state): Alaska

TEN YEARS (20 states): Alabama, Arkansas, Connecticut, Florida. Georgia, Ha-
wali, Indiana, Kansas, Louisiana, Maine, Massachusetts, Michigan, New Hamp-
shire, New Jersey, New York, Okichoma, Pennsylvania, Rhode island, Tennessee,
Vermont

TWENTY YEARS (1 state) : West Virginia
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final average salary interact to produce the pension benefit.
States differ according to how they utilize all three factors in
the equation.

Years Used to  Column 1 of table 9 lists the number of years the states use to
Calculate Final calculate the final average salary. Two-thirds of the states use
Salary the last three years salarjes. as we saw with Mr. Abbott in
Nevada and Ms. Sanderstead in North Dakota. But if we as-
sume teachers will receive a raise every year, states with
averages of two years actually benefit teachers more. Only one
state, Georgia. uses two years to compute the final average
salaries.

Four states use the last 4 years (llinois. Kansas, Mississippi.
and North Carolina), while 12 others (Arkansas. Delaware,
Florida, Idaho, Indiana. Kentucky, Minnesota, Missouri, New
Mexico, Tennessee, Washington, and West Virginia) use 5
years, the least advantageous to teachers, since the caleulation
includes more years with lower annual pay. The remaining 33
states figure the final average salary by averaging the last 3
years' salaries.

Iy

CALCULATING  THE TEACHERS  RETIREMENT BENEFITS:  EXAMPLES

FROM  THREE  STATES

Each state has a formula for determmining the Take Georgia as another example. It aver-
actual amount each retiree will receive. In its  ages salary for the Jast two vears of service,
simplest form, this caleulation involves deter- not three like Nevada. Gloria Roberts earned

mining an average salary for the Jast two. three.
or four vears of teaching. called in the trade
the final average salary. or FAS Galso called the

final average compensation or FACQ), and mul-

tiplying that Jdollar amount by a coetlicient.
sav. 2 percent (.02), for each vear of service.
See table 9 for information on the benetits
formulas by state.

Take Nevada as an example. A teacher.

John Abbott, has fulfilled state requirements

for retirement and is trving to figure out how
much he will receive under his retirement phan.
Over the last three years, he camed $44.000.
S45.000, and $40.000 a vear as a wacher. His
final averge salary or FAS, then, was $45.000.
By muliiplyving 2.5 pereent CO25) times 30 vears
of service (L0235 x 30 = .79 times $45.000 ¢his
FAS), he finds that his pension camings are
$33.750 per vear (45,000 x .73 = S33.750).

$31.000 and $32.500 during her last two years,
after 32 years in the state school system. The
average of the two is $31.730. The Georgia
formula states that eachers will eam 2 per-
cent (02) times years (32 for this weacher)
times the final average salary (831.730). The
amount of her pension benefit payment is 2
percent s 32 vears served times her $31.750
FAS, or $20.3.20 per year.

Finally, lets look ar North Daketa. Barb
Sanderstead served only 25 vears in the sys-
tem. but she was 00, making her eligible
under the "85 Rule” (00 vears of age plus 25
vears of service), Her salany over the final
three vears averaged 839,500, Under the for-
mula. she muliplied 1.273 percent (01273)
umes her 25 vears’ senvice times the $39.500
FAS and got $12.900.25.

O



Benefit Formulas for and Limitations on
Teacher Retirement Payments by State, 1990

FAS BENEFIT FORMULA LIMITATIONS
YRS
1. Alabama 3 2.0125% x yrs x FAS none
2. Alaska 3 2% x 1st 20 yrs; 2.5% X yrs nong
3. Arizona 3 2% x yrs x FAS none
4. Arkansas 5 1.768% x yrs x FAS none
5. Californic 3 2% x yrs x FAS none
6. Colorado 3 2.5% x 1st 20 yrs + 1.25% x add’l yrs 75% FAS
7. Connecticut 3 2% x yrs x FAS none
8. Deloware 5 1.67% x yrs x FAS 75% FAS
9. Florida 5 1.6% ot 62; 1.68 % ot 65 none
10. Georgia 2 2% x yrs x FAS 40 years
11. Hawai 3 1.25% x yrs x FAS none
12. ldaho 5 1.67% X yrs x FAS none
13. Hlinois 4 1.67% x 1st 10 yrs t0 2.3% x yrs over 30 none
14. Indiana 5 1.1% x yrs x FAS none
15. lowa 3 1.67% x yrs x FAS 100% FAS
16. Konsas 4 1.4% x yrs x FAS or 1.5% with 35 yrs none
17. Kentucky 5 2.5% x yrs x FAS none
18. Louisiana 3 2.5% x yrs x FAS 100% FAS
19. Maine 3 2.0% x yrs x FAS none
20. Maryiand 3 (.8% x 18,600 FAS) + (1.5% x excess FAS) none
21. Massachusetts 3 2.5% x yrs x FAS (at 65) 80% FAS
22. Michigan 3 1.5% x yrs x FAS none
23. Minnesota 5 1 5% x yrs x FAS 100% FAS
24. Mississippi 4 (1.875% x "st 30 yrs) + (2% x add't yrs) none
25. Missour 5 2.1% x yrs x FAS 100% FAS
26. Mountana 3 1.67% x yrs x FAS none
27. Nebraska 3 1.65% x yrs x FAS none
28. Nevoda 3 2.5% x yrs x FAS 75% FAS
29. New Hampshire 3 1.67% x yrs x FAS - SS offset at 65 none
30. New Jersey 3 1.67% x yrs X FAS none
31. New Mexico 5 2.15% x yrs x FAS none
32. New York 3 2% x 1st 30 yrs + 1.5% x add'l yrs none
33. North Carolina 4 1.63% x yrs x FAS none
34. North Dakota 3 1.275% x yrs x FAS none
35. Ohio 3 (2.1% x 1st 30 yrs) + 2.5% x add’l yrs Q0% FAS
36. Oklahoma 3 2% x yrs x FAS FAS salary cap
37. Oregon 3 1.67% x yrs x FAS none
38. Pennsylvania 3 2% x yrs x FAS none
3%. Rhode Isiand 3 (1.7% x 1st 10 yrs) t0 3.0% x yrs over 20 80% FAS
40. South Carolina 3 1.82% x yrs x FAS none
41, South Dakota 3 1.25% x FAS none
42. Tennessee 5 (1.5% x yrs x FAS) + 25% x (FAS-$16.800) 75% FAS
43. Texas 3 2% x yrs x FAS none
44. Utah 3 (2% x yrs x FAS) + 401K none
45. Vermont 3 1.25 % x yrs x FAS 40 yis max
46. Virginia 3 1.65% x yrs x (FAS-$1.200) 62.5% FAS
47. Washington 5 2% x yrs x FAS none
48. West Virginia 5 2% x yrs x FAS none
49, Wisconsin 3 1.6% x yrs x FAS 65% FAS
50 Wyoming 3 2% x yrs x FAS none
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The Benefits The benefits formula, provided for ecach state in column 2,
Formula allows teachers to caleulate their annual retirement pension
using three factors: the FAS, their years of senvice. and the =
coefficient. The state specifies the coefficient in terms of a
certain percent that accumulates for each year's service. When
this coefficient is multiplied times the number of years served. a
fraction is ammived at that can then be multiplied by the final
average salary.

Take the simplest example. A teacher worked 30 years, averag-
ing $40,000 during the last three years. The state specifies a
coefficient of 2 percent per year of service. Hence. the caleula-
tion is done as follows: 30 years X 2 percent (.02) = .00 or 60
percent. Finally. multiplying this percentage times the last three
years  average salary yields the teachers annual retirement
salary ($:40.000 times .60 = $24,000).

Most states use this kind of formula but with different percent-
ages per year of service. The percentages range from 1.25
percent (.0125) to 2.5 percent (L025). with an average of around
2.0 percent. A few states have a percentage rate that varies with
years of service. Alaska, for example. uses 2 percent times the
first 10 vears of service: after that, the amount goes up to 2.5
percent for the additional years in the retirement system. The
formula in Illinois ranges from 1.07 percent for the first 10 years
to 2.3 percent for the years over 30.

Limitations As column 3 indicates, 34 states do not set upper limits on the
amount of the final retirement package. lowa. Louisiana, Min-
nesota, and Missouri, in fact. allow retirees to have a pension
benefit equal to their total average salary during their last years,
But to reach that level the teacher would have to teach in the
system for 50 to 00 years. Other states place some basic per-
centage ceiling on the amount. For example, Hlinois caps the
benefit at 75 percent of the last four years’ average salary.
Massachusetts limits the pension to no more than 80 percent of
the average salary for the last three years of teaching. Virginia
and Wisconsin set upper limits of 02,3 percent and 05 pereent
of the final average salary, respectively. But such limits are not
often a burden. since to reach that level one woeuld have 1o
reach more than 30 years anyway.

Summary In sum. teacher retirement Systems across the nation present an
interesting range of differences in the ways retirees” annuud
benetits are calculated. Al states base their pension payments
on a formula with three factors: (D) a final average salary (FAS),
based on the annual salany during the last few vears of a
teacher's carcer: (2) a coefficient ranging from 1.25 to 25
percent: and (3) the number of years of teaching in the state.
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The benefit amount is arrived at by multiplying the coefficient
times the years times the FAS.

Most states have no upper limit on retirement benefits, though
a few specify that the retirement payment cannot exceed a
specified percentage of the teacher's average sal-

¢ Using the same formulaq,

ary for the last few years. Hence, if a teacher
averages $50,000 the last three years and a state

teachers in the same state sets a limit of 90 percent of the FAS. then no
retirement system can teacher, no matter how many years served. could
receive very different

retirement benefifs

carn more than $45.000.

The major difference in retirement pay comes
from the differences in local salary levels. Using

because of the differences the same formula, teachers in the same state re-

in thelr final average

salaries.

tirement system can receive very different retire-
o ment benefits because of the differences in their
77 final average salaries. Some observers have criti-

Participation in
the U.S. Social
Security
System

Division into Tiers

cized this method of determining the level of
benefit. They point to an inequity that results when poor
districts with more difficult students to teach pay lower salaries
than wealthy districts (with higher property values), which are
able to raise more money. pay teachers better, and provide
better retirement benefits, Perhans teachers with more chal-
lenging children should be paid better, or at least in retirement
they should be given some parity.

When the national Social Security system was created, other
levels of government were offered the opportunity to join for
their employees. Table 10 lists all S0 states and indicates
whether their weachers are part of the Social Security system.
Twelve states (Alaska, Califomia. Colorado, Connecticut, Ili-
nois, Kentucky, Louisiana, Maine, Massachusetts, Missouri, Ne-
vada, and Ohio) do not enroll their public employees in the
Social Security system, though five of these states (California.
Connecticut, Hlinois, Kentucky, and Missouri ) do provide this
service for other public emplovees but not for teachers.

Of the 38 states that do participate, most simply offer participa-
tion and do not consider the vilue of the Social Security
benefit when determining the state retirement benefit. At least
one state (Arkansas), however, adjusts the teacher pension
downwaurd for every dollar the teacher receives from the fed-
cral program: a few others set caps ("max caps™) on the
amount 4 teacher can receive from Social Security before their
state retirement pension is reduced. These "max-cap” states
include Delaware, South Dakorta, Virginia, and Tennessee.

As shown in column 3 of table 10, 10 states have divided their
retirement payments into tiers. These tiers are intepded o
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Participation in U.S. Social Security and Presence of Muitiple Tiers by State, 1990

SOCIAL SECURITY SOCIAL SECURITY
COVERAGE INTEGRATION®® MULTIPLE TIERS

1. Alabama yes none no

2. Alaska no — no

3. Arizona yes none no

4. Arkansas yes benefit offset yes

5. California no* — no
6. Colorado no o no

7. Connecticut no* — no

8. Delaware yes max. cap no
Q. Florida yes none no
10. Georgia yes none no
11. Haowali yes none yes
12, idaho yes none no
13. Hinois ne* — no
14. Indiona yes none na
15. lowa yes none no
16. Kansas yes none no
17. Kentucky no* — no
18. Louisiana no - yes
19. Maine no _— no
20. Maryland yes step up formula veas
21. Massachusetts nNo — yes
22. Michigan yes none no
23. Minngsota yes none no
24, Mississippl yes none no
25. Missourl no* — no
26. Montana yes none no
27. Nebraska yes none ale}
28. Nevada no — no
29. New Hampshire yes age 65 offset no
30. New Jersey yes E E contribo. no
31. New Mexico yes none no
32. New York yes none yes
33, North Carolina yes none no
34. North Dakota yes none no
35. Ohio no — no
36. Oklahoma yes none no
37. Oregon yes none no
38. Pennsylvania yes none no
39, Rhode Island yes none no
40. South Carolina yes none yes
41. South Dokota ves PiA offset no
42 Tennessoe yes step up formuta no
43. Texas yes none no
44, Utah yes none Nno
45, Vermont yes none yes
46. Virginia ves mox. Cop yes
47. Washington yes none yes
48. West Virginia yes none no
49 Wisconsin yes none no
50. Wyoming yas none no

Other state employees have Social Security.

Soclal Security is part of the design of the pension plan.
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Benefits after
Retirement

Ad Hoc
Approcaches

Adjustable
INncreases

reduce the financial burden on the state by transferring a
greater share of funding to the emplovee. The tiers in this case
refer to when the teachers were hired: the older tiers (teachers
hired five or more years ago, for example) contribute one
percentage of salary toward retirement, whereas newer teach-
ers (hired, say, in the last four years) pay a higher percentage.
saving the state money and costing the teachers more. In part,
the delay was a political move. since teachers in the system at
the time the tiers were instituted were grandfathered, mothered
into the former, more favorable percentage of personal contri-
bution. The burden was thus transferred to teachers who were
not vet hired and thus posed no political threat to those
chianging the mix of employee and employer contributions.

Such plans are a way of getting a retirement cost-saving bill
introduced and approved in the state legislature. Representa-
tives can excuse their current constituency from the cost contri-
bution while plicing the burden on teachers not yet hired. By
the time they are hired. these neophytes can do litle.

Retirement from teaching is not the end of the process: it is in
fact the beginning of the rest of the teacher's life. Thus, it is
important to examine whether teachers continue to get raises
or increases in benefits after they retire—and how much, how
often. In some states, increases in pension benefits are linked
to the success of the pension fund investments during that
vear. Some states also give state-level tax exemptions (o pen-
sioners. thus increasing the value of these benefits.

The first column of table 11 shows the postretirement increases
by state. The big difference among the states listed is influ-
enced largely by whether increases are automatic or ad hoc
(occasional), a constant amount or related to changes in the
cost of living.

Fourteen states increase benefits 1o retirees on a case-by-case.
vear-by-year basis. These ad hoc changes in retirees” pay vary
greatly since ad hoc™ can mean almost anything. In New
Hampshire, if the retirement fund has a good vear. the benefits
go toward the emplovers (state and district), not toward reduc-
ing the teachers’ contributions. Occasionally, the legistature
will riise benetits for those already retired.

A second model might be called the adjustable approach. one
that links retirees’ raises to the cost of living, usually using the
Consumer Price Index (CPD. which is adjusted tor the region
of the country, seasons, and other influences. For example, 24
states specifically gear their increases o the CPL In addition.
Montana uses a cost-of-tiving adjustment (or COLA). the amount
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Teacher Postretirement Benefit Policies by State, 1990

POSTRETIREMENT BENEFITS AND STATE
INCREASES (ANNUALLY) TAXES
1. Alabama Ad hoc Exempt
2. Alaska CPI adj.—4% cap No income tax
3. Arizona Ad hoc Exempt to $2.500
4. Arkansas CPi adj.—3% cap Exempt to $6.000
5. California Auto 2% Taxable
6. Colorado CP! adj.—3% cap + ad hoc Exempt to $20.000
7. Connecticut CPI adj.—3% min/5% max No income tax
8. Delaware Ad hoc Exempt to 3.000
@. Florida Auto 3% No income tax
10. Georgia CPI—1"2% cap Exempt to §10.000
11. Howail Auto2'2% Exempt
12. Idaho CPl—1% min/&% max Partial exemption
13. Hinols Auto 3% Exempt
14. Indiana Ad hoc Taxable
18. lowa Ad hoc Partial exemption
16. Kanscs Ad hoc Exempt
17. Kentucky Auto 1% + ad hoc Exempt
18. Louisiana CP! adj—3% cap Exempt
19. Maine CPl adj.—4% cap Taxabie
20, Maryland CPl adj.—3% cap Partial exemption
21. Massachusetts 3% CPI adj. to 1st §9.000 Exemnpt
22 Michigan Auto 3% Exempt to §7.£00
23. Minnesota investment income Taxable
24, Mississippi CPladj. to 2'"2% + ad hoc Exempt
25. Missour CP! adj.—4% cap Exempt to $6.000
26. Montana investment—CQOLA Exery.ot
27. Nebraska Ad hoc Taxable
28. Nevada Auto 2%; after 10 yrs 3% No income tQx
29. New Hampshire Ad hoc Exempt
30. New Jersey 60% of CPi Exempt to §7.500
31. New Mexico "2 of CPI—4% cap Taxable
32. New York Ad hoc Exempt
33. North Carolina CPI adj.—if surpius allows Exempt to $4.000
34. North Dakota Ad hoc Toxable
35, Ohio CPI adj.~—3% cap Taxable
36. Okichoma Ad hoc Exampt to §5,500
37. Oregon CPtadj—2% cup Taxable
38. Pennsylvania Ad hoc Exempt
39. Rhode Island Auto 3% Exempt
40, South Carolina CPl adj —4% cap Exempt to $3.000
41 South Dakota Auto 3% No income tax
42. Tennessee CPi adj.—3% cap Exempt
43. Texas Ad hocC No income tax
44, Utah CPt adj.—4% cap Taxable
45 Vermont CPl adj—5% cap Taxable
46. Virginia CPlto 3% + '2 CPlover 3% Exempt to $11.000
47. Washington CPI adj.—3% max No income tax
48. West Virginia Ad hoc Partial exemption
49, Wisconsin nvestment income varies
50. Wyoming 1% CPl cap + ad hoc No income tax




Limits and Caps

Flat Yearly Raises

Taxation Policies

depending on the rates of retumn on the state’s pension fund
investments.

States often add other stipulations to the Consumer Price Index
to determine increases. For example, Alaska places a 4 percent
cap on the retirees’ raises should the CPI go above that per-
centage; Arkansas, Colorado, Louisiana, Maryland, Tennessee,
and Washington, too, cap the CPI raise. but at 3 percent.
Georgia also uses the CPI but caps it at 1.5 percent. And Idaho
sets a bottom limit of | percent on the CPI increase and a
ceiling of 3 percent.

In fact, of the 24 rgtirement programs that adjust their raises
according to the Consumer Price Index, all states but one
(North Carolina) put some lid on the amount the CPI can
influence the adjustment, Should inflation push the CPI to 8
percent, for example, the pension fund will not have to match
that raise except up to the ceiling of between 1 percent and 5
percent. In this way, states and districts protect themselves
from enormous increases in the cost of pensions for retired
teachers and often other public employees,

New Mexico counts only half the increase in the cost-of-living
adjustment in the consideration of retiree  increases. Other
states limit the increase based on a portion of the index.
Whatever the device, states do attempt (o give pensioners
more money either regularly as a flat amount, as investments
allow, or as determined by the CPI or a portion thereof,

A number of states give all retirces a flat percentage raise,
though the exact amount of the increase depends on the
teachers’ yearly pension payments. Hence. teachers who make
a bigger pension get a greater increase. The following states
grant an annuul increase: California, 2 percent raise; Florida, 3
percent; Hawaii, 2.5 percent; Illinois. 3 percent: Kentucky, 1
percent: Michigan, 3 percent: Nevada, 2 percent after 10 years:
Rhode Island, 3 percent; and South Dakota. 3 percent.

The second column of table 11 indicates which states grant tax
relief to teachers living on their pensions. While all teachers
must pay full federal taxes on their pension payments, nearly
80 percent of the states exempt retired teachers from having to
pay any state taxes on their pensions. In Alabama, for ex-
ample, benefits are exempted. Several states set upper limits
on what can be exempted. Arizona exempts the first $2.500.
while in Arkuansas the first $6,000 is exempt. Eleven states fully
tax pensioners” benefits.,

In the past couple of years several states have had 1o revise
their policies on tax exemptions in the wake of a U8, Supreme
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Court ruling. In 1989, the Court held that states cannot ax
federal and state retirees differently. States that taxed federal
retirees but exempted state retirees have had to change their
policies to treat both sets of retirees alike. For example, Oregon
began to tax state retirees effective January 1, 1992, but a
lawsuit challenging this action is under way.

Three states—Minnesota, Montana, and Wisconsin-—base their
benefits on the success of their financial investments. If the
fund does well. retired teachers can expect a raise, whereas in
bad years, there may be no increase or even a decrease in
benefits. To some extent, we suspect, the states with ad hoc
raises also award their increases in postretirement benefits on
the basis of the viability of the retirement system and its return
on investments.

In sum. teachers can improve their lot even while they are
retired. Most states give some increases, either one geared to
the increased cost of goods and services, or a flat amount
regardless of inflation. In addition. most teachers’ retirement
benefits are exempt from state income taxes, though some
states only exempt up te a certain dollar amount.

Retirement in New York State is a multibillion dollar enterprise.
The Empire State's teacher retirement system had a total worth
in 1991 of $24 billion. which is invested in stocks. bonds. and
other financial vehicles. Table 12 lists the number of active and
retired teachers. In 1990, the number of contributing teachers
exceeded 195.000.

Why. in this period of declining enrollment. has the number of
teachers grown in the last three years from 187.933 10 195193
Although a few districts are indeed receiving more pupils, most
of the growth can be attributed to the demand for more special
education teachers.

Lines 2 and 3 of the table show that the number of new retirees
and the total number of retirces on pensions have also in-
creased across the state. And the fourth row indicates that the
average age of retirement among teachers has also risen over
the three-year period.

The New York State retirement system, founded in 1921, works
on the basis of "advanced funding™: that is, money is contrib-
uted to the system over teachers” entire careers, Among the 50
states. New York has one of the owest retirement ages. though
it's being raised. To retire, a teacher must be 33 years old and
have 10 or more years of service or must have 35 years of
service at any age. In simple terms, a teacher generates a
pension equal to 2 percent per year of service. multiplied times
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Profile of New York State
Teachers and Retirees,
1988-90
1988 1989 1990
TEACHER PROFILE
1. Number of 187,933 191,753 195,193
active teachers
2. Number of 3,543 3.71¢ 3.774
teachers refiring,
1690
3. Number of 67,345 68,444 71,221
retirees on
pensions
4. Average age o8 yrs. 59 yrs. 60 yrs.
of new
retirees

Note: The number of teachers refiing in 1991 was 6234 (a 98
percent increase over 1990).

the final average salary for the last three years. However,
teachers are not permitted to colfect a pension that exceeds 75
percent of their final three vears” average salary.

If a teacher who is 35 years of age opts o retire with fewer
than 20 years of service, the state reduces the

e The New York State

retirement system is one of

pension by 5 percent for each vear of retiring
too early. To see how this penalty affected one
teacher. see the sidebar titled “The Case of Tom
Mason™ on page 50.

the nation’s largest, enlisting

teachers from some of the Tom Mason can afford to wait a few more vears
. to retire, Other teachers certainly dre. As shown

highest and lowest paying in figure 1, the average retirement benetit for

districts in the nation. 7 9  new retirees in the state of New York increased

from $16.700 in 1985 to $24,000 in 1990. Not
only are teachers” final average salaries higher (they rose through-
out the 1980s). but teachers like Tom are also holding on to
their jobs longer.

In addition, if Tom should become disabled betore he retires.
the New York State retirement system has a liberal disability
provision so he can retire. As the law reads, it a fund member
under age 53 becomes “permanently physically and/or men-
tlly incapacitated.” he or she may qualify for disability retire-
ment after 10 vears of service, The disability boaefit is caleu-
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Average Annual Benefit (in Thousands)
NYSTRS Service Refirees Refiring 1985-1990

+

$24 1

$22

Average Benefit
L/
N
©

$24.0

$22.1

Jated for those under age 55 by multiplying the years of service
times the final average salary times 1.00 percent. The minimum
pension is approximately one-third the final average salary.

Teachers. whether on disability or regular retirement. may
choose between two pension options: (1) Take the maximum
benefit with the proviso that the benefit “dies™ (ends) with the
member: or (2) receive less of a pension with the guarantee
that the beneficiary begins to reccive the pension at the time of
the former teacher’s death.

The New York State retirement system is one of the nation’s
fargest. enlisting teachers from some of the highest and lowest
paving districts in the nation. To help reduce the costs of
nuiintaining this giant apparatus, the state phased in an em-
ployee contribution. whereas before only the employer (the
district and stite) paid. Called tier 1 and 2 for teachers in the
systemn before 1980 and tier 3 and + for those joining more
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PENALIZED BEYOND BELIER

Tom Mason has worked since 1974 in a
highly paid school district in a suburb of New
York City. He started his career as a teacher
in a private school and once retumed there to
teach. But most of his career, totalling 17
years, was spent as a contributing member of
the New York State retirement system. Visit-
ing the state capital in Albany, Tom was in-
formed that he was under the 20-year retire-
ment level and would receive a 15 percent
reduction in his pension if he left teaching
carly. Here's how he figured the pension:

iHE CASE OF TOM MASON

»

PENSION CALCULATION:
17 Years teaching x 2% x $65,000 = $22,000
15% Reduction for Early Retirement: 5%
per year X 3 years = Penalty of $3,315
e Actual Pension: $22,100 minus $3.315 =
$18,785
Tom couldn’t belief the “hit™ he was tak-
ing. To earn $65.000 and to retire on only
$18.785 after 17 years left him incredulous.
Besides, he had a child in college. He de-
cided to keep working until he had put in 20
years and would not be penalized.

Conclusion

* Final Average Salary = $65.000

recently, the tier 1 and 2 teachers make no employee contribu-
tion and receive a higher pension than tier 3 and 4 tcachers
receive,

Hence, New York, which has the leviathan of retirement sys-
tems. is hardly immune to the costs of paying out the pension,
not to mention the future burden of accommodating the thou-
sands of teachers coming up for retirement as the teacher
work force grows older and works longer.

As thousands of teachers near the ends of their careers, retire-
ment is becoming @ major concern in America's schools. This
chapter presented information on several characteristics of
teacher pension systems in the 50 states.

As we have seen, the retirement structure for American teach-
ers is highly complex and yields large amounts of money for
the million-plus teachers who have retired.  Teachers, their
unions, and individual states must closely monitor these funds
to ensure that the nation’s teachers will have enough money to
live the latter years of their lives with dignity.

The next chapter looks at programs that encourage teachers to
retire early.  Knowing now what we do about the “regular”
retirement process, we can examine the tradeoffs teachers
must make in determining whether to accept a cash incentive
to retire before they had intended to under stute regquirements.
Regular retirement and early retirement together form  the
process by which one generation of teachers is replaced by
the next—a critical transition in American education as the
work force grows older.
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Early Retirement Incentives:
Programs and Effects

arly retirement incentive programs have not yet been stud-
ied enough for any of the participants in the debate to draw
general conclusions conceming . . . the long-range financial
and non-financial costs and benefits. A need exists for com-
prehensive research on the financial impact of RIPs on states,
local school districts, and individuals, as well as the impact of
such incentives on the composition of the teaching force and
the overall quality of the public school program. (Tarter and
McCarthy 1989, p. 133)

school superintendents and local boards of education have
solved one problem and created another. By helping to make
teaching 4 more attractive career that offers better pay and
higher prestige for increasing numbers of teachers, top man-
agement now faces the problem of how to retire an aging work
force and replace those people with younger staff.  Teacher
retirement, early retirement incentive plans, and the hiring of
new teachers, then, have become major new policy concemns
of school executives as they establish long-term goals, budgets,
and staffing structures (Freund and Prager 1987, Johnson and
Gaetino 1982).

Retirement incentives include cash payouts, retirement benetits
such as health insurance continuing after employment ends,
and other perquisites made available to induce older teachers
to retire before they might otherwise have done so (see Taner
and McCarthy, p. 119). These inducements to leave teaching,
besides being a new policy concemn for school administrators,
are also great opportunities for school districts to bring in new
staff and ideas, change programs by chunging staft, and reform
cducation systems,




¢ Higher salaries

at the top of the
salary schedule,
a longer life
expectancy,
beftter heaith,
and longevity on
the job have dall
combined to
make the
salaries of
senior-level
teachers an
expensive part
of a school
district's

budget. 9

Hence. school boards and superintendents will devote careful
attention to the "goings™ and “comings™ of teachers throughout
the 1990s and beyond. This report looks at teacher retirement
as a fortuitous opportunity to engage in professional renewal.
For the first time in its history, school management confronts
stable, mature, and able teaching force—a great blessing~—that
is aging and must be replaced by qualified newcomers—a
great challenge.

Teacher unions, superintendents, and school boards have rec-
ognized the importance of the “changing of the guard” in
ceducation and have devoted time to devising early retirement
incentive programs (ERIPs). Nevertheless, little empirical re-
scarch exists on the topic. In part, the lack of research is the
result of the newness of the policies. Tarter and McCarthy
(1989) point to the Pasadena (California) Unified School Dis-
trict as having “one of the first successful retirement incentive
programs for public school teachers™ (p. 120). which saved the
district a quarter-million dollurs in one year. This program  as
instituted only 18 years ago.

When reductions in force were necessary in the 1970s because
of declining pupil enrollment. a typical response was to entice
older teachers to retire carly, rather than to fire or “lay off”
yvounger ones (see Trainor 1978). Tarter and McCarthy note the
response of one typical school district, Newport, Rhode Island:

The superintendent of schools proposed an incentive program
as an alternative to teacher fay offs, which had become neces-
sary due 1o declining student enrollment. The program was
accepted. and the approximate salary savings to the district
were 319500 per teacher or administrator participating in the
program between 1973 and 1978 [the difference between the
salaries and fringe benefits of leaving teachers and their re-
placements]. (1989, p. 120)

Several recent changes have made retirement incentives an
important issue in American education policy. Teachers are

carning more now and staying in their jobs longer. Salaries of
S30,000 for nine months” work are not uncommon (The New:

York Times. October 3, 1990, p. B-3). and even $75.000 annual
pay is within reach in some districts, not including an addi-
tional one-third of salary for “fringe benefits™ (health, dental,
retirement and disability) and possible summer emplovment.
These professionals tend 1o enter their jobs earlier, say age 23,
and stav Jonger. with 25 vears of service often the norm.

Higher salaries at the top of the salary schedule, a longer life
expectancy. better health, and longevity on the job have all
combined to muake the salaries of senior-level eachers an
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REWARDS  AND PENALIIES FOR  EARLY

A small district with one high school. one
middle school, and one elementary school
cannot afford any surprises. This is true even
if the district is situated in a wealthy, highly
intellectual community.

Hanover, New Hampshire (und the re-
gion called Dresden). is the home of
Dartmouth College’s graduate medical, busi
ness, and engineering schools. The public
school system in Hanover offers sought-after
teaching jobs with high pay. Finding condi-
tions like these, staff tend to stay on until
retirement. Thus, it was not unusual that the
Hanover-Dresden district sought to negotiate
an early retirement plan with the Hanover
Teachers Association. The resulting plan in-
cludes elaborate, complex precautions 1o en-
sure it smooth retirement process,

The agreement specifies that teachers are
cligible for early retirement after age 55, the
minimum age stipulated by the state. and
after working 15 vears in the district. A wacher
who wishes to retire early must notity the
school board at least 18 months in advance
but not more than 30 months prior to retire-
ment time: the letter of notification “cannot
be withdrawn after ninety (90) days follow-
ing submission.”

The bonus paid as an incentive for carly
retirement is also inferesting: the school board
shall ~grant a salary increment equal to 60

percent of the Track 1. Step 1 fentry levell of
the teachers salary (about 60 percent of
$26.000 or $15,600) plus one-half percent of

that base salury for cach vear of service in
the Hanover District bevond fifteen years”
This bonus is paid during “the first school
year between notification of retirement and
the date of retirement.” Then, in the second
year after notification, the teacher receives
another bonus of 0 percent of the distrncts
entny -level salurv. plus 05 pereent of that
Pase salary for cach year of service.

Let's calculate how much these bonuses

TOEY RN WS R AT AR E R e . B
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RETIREMENT 1N HANOVER  NEW  HANPSHIRE

would be for a teacher with 26 years of ser-
vice in the district. The first year's bonus s
§15.600 (60 percent of the districts starting
salary of $26.000) plus $3.380 (0.5 percent of
the starting salary. $20.000, equals $130 multi-
plied by 26 years in district), for a total of
$18.980. This sum is paid on top of the eacher’s
regular salary that penultimate vear. Then, in
the final year befare retirement, the bonus is
$10.400 (30 percent of the first-year or base
salary of $26,000) plus $3.510 (0.5 percent of
the base salary of $26.000 cquals $130 times
27 vears of service) for a total of $13.910. The
total payout, then, over the two years is $32.89%.

Now. for the bad news. The state of New
Hampshire imposes a penalty for retiring prior
to age 62 or before 30 years of service. The
state tells emplovees enrolled in its pension
system that “a reduction of 6% for every year
vou are under age 62 is applied to account for
the longer life span vou will be drawing the
benefit by taking early retirement.” Thus, al-
though the Hanover-Dresden district will award
to an early retiree more than $30.000 over two
vears, the state of New Hampshire will reduce
the employee’s pension by some $7.500 4 yeur
because of the carly retirement. In just five
vears, the amount awarded is wiped out by
the reduced yearly allowance.

Perhaps a teacher in Hanover could find
another job as a teacher, eam a starting salary
of $25.000 somewhere else for five years, and
with both the pension of $15.000 plus the new
salary. come out okay. But should the retiree
live to a ripe old age. this reduction of 6
percent for each year the individual was under
age 62 when he or she retired could begin to
hurt. A person who retired at age 35, the point
of carly retirement eligibiliy in New Hamp-
shire, and then tived past age 02 would suffer
a4 reduction of 42 pereent (seven years multi-
plied times 0 pereent) in his or her pension,
Awain. the district giveth and the state taketh
AWy,
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State
Regulations
on Early
Retirement

expensive part of a school district’s budget. With stronger
unions pressing for faster increases and fewer steps on the
salary ladder, teachers are reaching the top salary ranks quicker
and staying there longer. In some districts where contracts
have only 12 to 15 steps 1o the top of the salary scale, a teacher
can reach the top rank in only 15 to 20 years. And while many
state retirement plans open their pensions to teachers at age 55
or 00, veteran teachers may forego their eligibility and elect 1o
work another decade beyond. drawing top dollar and blocking
new teachers from entering the profession,

-One of the major purposes of this report is to present a wealth

of information school district officials can use 1o formulate
their own policies on early retirement. For this reason, most of
this chapter is devoted to a4 comparative analysis of six school
districts” early retirement incentive programs. But first it will be
helpful to survey the conditions states and the federal govem-
ment have imposed on early retirement.

Most states have stipulated the requirements for early retire-
ment by teachers or other state employees who are members
of the state pension programs. Table 13 lists these require-
ments by state, showing the ages and years of service required
and the Kinds of options allowed. Only three states have no
requirements for early retirement (Alabama, Rhode Island. and
West Virginia),

As is the case for regular (full-term) retirement (see table 7 in
chapter 2). most states specify the minimum age and vears of
service before a teacher may initiate an carly retirement. In
most cases, it is five years prior to regular retirement, which is
usually age 00. Hence, age 55 seems to be the most common
threshold for carly retirement, used in 27 states. In California,
teachers hired before 1970 can opt for early retirement at 55:
more recently hired staff can initiate early retirement at age S0.

Other states leave the age at 60 vears but lower the service
requirements: Nebraska, Colorado, North Dakota, and South
Dakota specity 00 years of age but only 5 years' service; and in
Georgia and Louisiana, it is age 60 and 10 vears service. Utah
has perhaps the most stringent early retirtement rules in the
nation: its regular retirement age is 65 with four years' service
or any age with 40 years' service,

Finally, a few states are rather lenient in their early retirement
regulations. Florida, for example. allows its teachers 1o retire at
any age. so long as the teacher has been in the state pension
system 10 years. Nevada, too, has no age requirement and
requires only five years' service—the most lenient state regula-
tion of carly retirement. Maine, New Jersey, and Mississippi

L‘ o
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Requirements for Early Retirement by State,
Including Age and Years of Service

OPTION 1 OPTION 2
Age Service Age Service
1. Alabama none none
2. Aloska 56 8
3. Arzona 50 5
4. Arkansas any 25
5. Califomnia 56 5 }O 30
6. Colorado 56 20 J 60 5
7. Connecticut 55 20 any 25
8. Delaware 86 15 any 25
¢. Forida any 10
10. Georgia 60 10
11. Howdgii 55 20
12. ldaho 55 5
13. Hlinois 55 20
14. Indiana 55 15
15. lowa 55 4
16. Kansas 55 10
17. Kentucky 55 5
18. Louisiana 60 10 any 20
19. Maine any 25
20. Maryland 55 15
21. Massachusetts 58 10 Qny 20
22. Michigan 56 15
23. Minnesota 55 3
24. Mississippi any 25
25. Missouri 55 5 any 25
26. Montana 50 5
27. Nebraska 60 5 any 35
28. Nevada any 5
29. New Hampshire 50 10
30. New Jersey any 25
31. New Mexico any 5
32. New York 50 30
33. North Carolina 50 20 60 5
34. North Dakota 55 5
35. Ohio 58 25 60 5
36. Okighoma 55 10
37. Oregon 55 any
38 Pennsylvanio any 10 55 25
39. Rhode Isiand none none
40. South Carolina 60 5
41. South Dakota S5 5
42. Tennessee 55 10 any 25
43. Texas b5 5 any 30
44 Utah 60 20 any 25
45. Vermont 55 10
46. Virginia 56 5
47 Washington 55 20
48. West Virginic none none
49. Wisconsin 56 5
50. Wyoming 55 4

b
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have no age rufe but do have a 25-vedr service requirement.
some states are also allowing teachers to include their carly
retirement incentive as part of their final average salary, Such
a regulation could easily increase a retiree’s pension by 10
percent annually,

In New York State, a concerned teacher wrote to the newspa-
per of the New York State Teachers” Retirement System, the
New YorkR Teacher. complaining that -1 retired in July 1991,
after 32 years of teaching. My pension was reduced by over
$3,000 per vear because of a U8 Internal Revenue Service
Regulation Section 415, Please explain!™ The editor, sympa-
thetically, explained that this teacher, being under age 55 and
having retired under the state’s new early retitement incentive,
was limited in the amount of pension she could receive under
federal code. Hence, we find that not only state regulations
but also the federal tax code can punish carly retirees.

The Internal Revenue Code 415 () limits the benefits a retiree
who is under age 55 cun receive from a pension system. The
penalty takes the form of a pension cap based on a complex
formula calculated by actuarial determinants. These IRS re-
strictions on carly retirement have been “on the books™ since
the carly 1980s, but they seldom applied to teachers, who
typically worked until or after age 5.

Code 4135 (h) became relevant in New York State during spring
1991 when the state offered an early retirement plan that
allowed teachers with 30 years of service to retire before the
required age of 33, Retirees vounger than 35 were informed
that their pensions could be reduced by up to 20 percent
hased on an “actuarial equivalent.” The reduction phases itself
out as the retiree reaches age 33,

Internal Revenue Code 415 () addresses the key practices of
deferred income and so-called ~golden parachutes.”™  In pur-
tucular, the government is concerned that emplovees will gain
atax advantage by putting away money (by deferred income
or bonuses at retirement) and drawing the money after retire-
ment when thev are in a lower tax bracket. To combat these
practices, the government requires the state pension funds to
"cap” the pensions of emplovees who retire early.

An cffective. caretully designed retirement incentive plan can
save a school district money, make for smooth transitions, and
revive school programs. Conversely, @ poorly designed pro-
gram may misfire, costing large sums of money, failing to gt
teachers to retire. landing the district in court in violation of
antidiscrimination Laws, and even making weacher replacement
difficult.

M
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In June 1991, New York State created an in-
centive program  that drastically changed the re-
tirement picture. Chapter 178 of the New York
State Law enticed teachers to retire early with a 0
percent increase and allowed districts o reward
wachers who retired even when they had already
reached the age of eligibility for regular retihoment
but needed an incentive o overcome their hesi-
tancy about retiring,

The plan was as simple as it was effective: add
three years of service 1o a teacher's or school
administrator's service and see what happens. Since
the New York system grants an increase of 2
percent per year. the retirement plan gave a 0
pereent (3 vears X 2 percent = 0 pereent) “raise” 10
teachers to retire on time or even early.

All applicants were in active service as of May
1. 1991, to the end of that school year. They had
to waive other retirement bonuses, except accu-
mulated sick days that could be used for district-
level retirement bonuses. Most districts required a
decision 10 be made by July 30 or August 15,
1991, Some stiate colleges allowed teachers untl
December 31,1991, 1o make thetr decision about
carly retirement. Put simply. the plan targeted
three distingt groups:

1 Fuldl-Term Teachers. The plan rewarded staft
in the school district who were 35 years old or
older with at least 20 years” experience who de-
cided to retire that year, These teachers received
three additional vears” credit. Henee, a teacher age
37 who had worked for 20 years would receive
the pe on of a oo-vear-old. 6 percent higher
then o ted.

I e Ay Retirees with 30 Years Anvone who
had 30 vears of service but was under age 55 got
4 triple incentive Lo retire., and many did. Here s
how these incentives apply 1o person who started
e Jimg at age 22 and was cligible o retire at age
32 First, the teacher was ehigible to retire at 32
hecause of having 30 years of experience: second,
the teacher received three years” eredit and a 6
percent increase on her pension: and third, the
site of New' York waned its 5 percent penalty
deduction per yeas for those retiring curly (retinng
before age 35 is considered carly), This provision
sived the retiree 15 percent. since retining at 52
would cost 3 years times 5 percent, or a 15 per
cont reduction in pension benefits,

A Full-Term and 30-Plus Years. Another group
of teachers who were given an incentive to retise
were those over age 35 with 30 or more years’
service: they received credit for three additional

.

MEN] INCERTIVE PLAN

vears’ service, at 2 percent per year, or received
two-thirds or more of their salary. Teachers
with 37 years in the retirement system, for ex-
ample. would receive another 3 years, or 40
years total. At 2 percent per year for 40 years,
these teachers would be retiring on 80 percent
of their final average salaries, exceeding the 75
percent *cap” or ceiling placed on pensions that
had been waived under Chapter 178,

A few examples will illustrate the potential
of this plan. Let's say a teacher started teaching
when age 20, just out of college: now he is 08
vears of age. having been in the retirement
system 48 years. With this retirement incentive,
he would receive 2 percent multiplied times 48
years, or 90 percent of the final average salary,
say SO8.500. Add on the 6 percent incentive
monev, and this lucky individual can eamn 102
percent of his final average salary. or nearly
570,000,

Although cases like this are fairly rure (often,
these individuals are senior-level principals. who
are also eligible). they do iflustrate the effects of
retirement incentives. more money. no penlty
for carly retirement where cligible. and a waiv-
ing of the upper limits, called “caps.” the state
will allow employees to receive. Also. some
districts reward teachers for low absences from
sickness by buying back the accumulated sick
days. in accordance with Jocal teachers™ con-
tracts. Henee. a lucky teacher could cam the 0
percent increase. the accumulated sick days,
and an uncapped” increase GE over age 00
with 30 veuars” service)

There were two hitches to this Chapter 178
plan. however. First, the state made the incen-
tive plan voltuntary for school districts. and nuiny
opted not 1o join. Some of those that declined
were offering their own accumulated sick-day
incentives and did not want to pay twice, ox-
cept where required. Second, a0 30-years ser-
vice requirement was stipulated for those under

e 95 (he stte's official retirement age). put-

ting it out of the reach of some. We still don't
hnow exactly how nuny districts are participat-
ing in this plan: we do know. however, that the
number of teachers retiring doubled in one vear.
from around 3.000 statewide i 1990 to over
0.000 in 1991, Had cvery dligible teacher been
offered the chance to retire on ume or carly. the
numbers would likely be much higher. How-
ever. some districts simply elected not 1o par-
ticipate.
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In an effort to better understand the effects of early retirement
programs and the characteristics that distinguish the effective
plans from those that fail to accomplish their purpose, we
conducted case studies of retirement plans in six suburban
school districts. The case studies were undertaken to help
answer several related questions:

What are the qualities of the various retirement incentive plans,
as grouped by the level of financial enticement? School districts,
usually bargaining v ith the teachers union, may use a wide

range of cash incentives, with an array of require-

s and stipulations.
It is expected that teachers, ments and stipulations
as rational decision-makers, What is the impact of various teacher early retire-

will leave their profession at

ment incentive plans on the number of retirements
among the target populations? The central assump-

the point where the dollars  tion in the literature on retirement incentive pro-

are good.

o9 8rams is that the greater the financial incentive,
the greater the percentage of eligible teachers

who will retire. This concept, aptly called the
“gilded shove™ (Freund and Prager 1987, p. 28), treats retire-
ment as primarily a monetary decision: It is expected that
teachers, as rational decision-makers, will Jeave their profes-
sion at the point where the dollars are good. Hence, the
argument goes, ERIPs with high incentive payouts will be more
effective than other, underfinanced ones. We tested this central
contention by looking at financial plus nonmonetary influ-
ences, such as peer pressure (the “cohort effect™ and changes
in the school environment (for example, a new superintendent
or principal, a4 new regime or program) that makes greater
demands on older staff.

What are the net gains and losses of various incentive systems?
Most research has taken a rather narrow view of the impact of
retirement incentives, looking mainly at net economic gains or
losses. In addition, we looked at other issues such as the
impact of teacher turnover brought about by the retirement
incentives. We examined in particular the characteristics of the
vounger, less experienced teachers who were hired to replace
the retirees in these six suburban districts.

Whet are the benefits and dangers of particular EXIPs? The
school boards in these districts implemented a variety of incen-
tive schemes. We explored their particular problems and
strengths.

For the case studies. we selected six suburban school districts
of comparable size and economic status located in the North-
cast. Two districts had, by our definitions, generous ERIPs,
offering $25,000 to $45,000 to eligible teachers who retired.

e
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Two offered moderate incentives, from $15.000 to $24,000. And
the two other districts were conservative in their offerings.
below $15,000. This range of ERIPs presents a chance to exam-
ine the relative effects of cash payments on teachers” decisions
to leave their jobs carly.

As shown in table 14, the districts are reasonably small, ranging
from Silvercoast (all names are fictitious to preserve confidenti-
ality) with only 995 students, to Intervale, with 10.000 students.
855 teachers, and 15 buildings.

Financially, the sample districts are well above the national
average of some $4.500 in per pupil expenditures (National
Center for Education Statistics 1989) but close to ithe norm for
suburban New York systems, expending between $8,500 to
$10.700 per student using 1989-90 data. Their average teacher
salaries are high, too. with a range from $44.200 to $51.067 for

Demographic Profiles of Six
School Districts by
Level of Incentive

Liberal Modergte Conservative

Goidcoast Mountainviiie Siivercoast Malldale Intervale Riverpoint
Number of students 3,758 3.751 Q5 1,574 10,000 6.500
in district
Number of teachers 310 344 95 140 855 507
in district
Number of schools 6 7 3 3 15 8
in district
Per-pupil $@.513 $8.,526 $10.700 $§3.256 §6.500 $8.500
expenditure

Average salary $51.667  $46.929  $47,000 $44,051 544,363 $44,200
of the feaching
staff

Maximum teacher  $54500  $56.875  $49.991 $53.667 §54,000 $§565,229
salary

Average age of 43 40 50 45 48 48
teaching staff

Decline in 316 414 250 100 1.500 225
enroliment over (-7.8%) (-9.9%) (-20.1%) (-6.0%) (-13.0%) (-3.5%)
the iost 3 years




Types of
Incentives

Flat Cash Payouts

Percentage of
Salary Payout

Accumuiated
Sick Days

the 1988-89 school year. Their average maximum pay runs
from $49.991 to $30,875, compared to a statewide average of
537.821. These six districts had predictably stable staft, ranging
from 43 to 50 vears in average age. Offering such strong
salaries, these systems had relative ease in replacing retirees.

In the sections immediately below. we examine several char-
acteristics of the six retirement plans, including the types of
incentives they offered. how much money they paid the teach-
crs who retired. how long the plans had been in cffect,
qualifications for participation. and how the districts controtled
the retirement pool. Later on in the chapter we evaluate the
effects of the plans on the retirement process, including the
number and percentage of participants and the financial re-
sults of each plan. Also to come are profiles of the teachers
who retired and those who were hired to replace them.

On close examination, we found an interesting variety of
incentive plans in the six districts. The incentives fit into three
groups: cash pavments. pavment of a percentage of the teacher's
final salary. and payment for accumulated sick davs.

Three districts used a flat payout,” a lump sum—3$25.0000 at
Goldeoast, $22.000 at Silvercoast. and $15.000 at Intervale —
availuble regardiess of the rumber of years of service beyond
the minimum needed to qualify. Thus, any eligible teacher
deciding voluntarily to retire receives a single pavment in
addition to the state's retirement pay. It the teachers choose to
feave the state and take other teaching jobs. they can receive
their cash retirement incentives and collect their full state
retirement benefits, plus receive their salaries as teachers in
their new districts,

A sccond approach. used by one district, s to grant early
retiring teachers a percentage of their last year's salary as an
incentive, Mountainville, one of the districts with a liberal
incentive. granted teachers 35 percent of their last vears' sala-
ries.

Three districts offered teachers an carly retirement incentive
based on the value of unused sick days as provided in the
teachers” contract. Malldale (a district with o moderate incen-
tive) and Riverpoint (with a4 consenvitive one) both used
accumulated sick days as the only incentive. Malldale allowed
retiring teachers to claim from 60 to 200 days, depending on
their length of service and the number of sick days they had
accrued. Riverpoint limited the retiree to a muaximum of 35
sick days clumed.
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The caleulation of costs tor the accumulated sick days depends
on two variables. First, the school district and the teachers
union determine the maximum number of sick days that can
accumulate toward retirement: Mountainville allowed up to 55
days: Malldale, from 60 to 200 days, depending upon which
contract was in effect during a teacher's fisst year; and Riverpoint,
35 days maximum. Second, the amount per day is determined
by dividing the teachers final vear's pay. suy $53.741
(Mountainville), by the number of school days, 181, which
equals about $297 per day. Then, multiplying the per diem
dollars times days accumulated gives the approxinmate sum for
the three sample districts. Table 15 indicates the partic slar
formulas used by these districts to calculate the benetits teach-
Crs receive.

Average Payouts The average payouts for 1989 in these six districts are pre-
by District sented in table 16 (row 1. For the “flat payout” districts, the
average is the amount offered: $25,000, $22.000, and $15,000,

sums that are known in advance, with few surprises for district

leadership. Mountainville averages about $30,000 for ERIP

payouts, a combination of 35 percent of the teacher’s final

vear's salary and a payout for accumulated sick days at 4

maximum of $16,800. Malldale's accumulated sick day plan

averaged about $20.000 in 1989, though the amount could run

as high as 845,000 per retiree if the number of sick days was

higher. And Riverpoint, which sets a limit on sick days paid

Cost Structure for Districts with
Accumulated Sick Days

1. Mountainville:

55 max. days x approximately $297 = $16.335

2. Malldale: 60 min. days x $254 = §15.240
200 max. days x $254 = §50,800

3. Riverpoint: 35 max. days x $270 = §9,450
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Characteristics of Early
Retirement Plans by Level of incer.ive
Liberal Moderate Conservative
Goldcoast  Mountainviile  Silvercoast Malidale Intervale Riverpoint
RIP payout
a. [iai payout $§25.000 $22.000 $15,000
b. Percentoge of 35%
Salary Payout (Cpprox.
$20.000)
c. Accumuiated Maximum $13,800t0 Maximum
- Sick Days Payout of $16.800 §45,000 of §11.300
d. Total Average
Payout $30.000 $20,000 $10.000
Number of years Tyr 3 yrs 1yt 14 yrs 11 yrs 14 yrs
the ERIP has been
in effect
Method of Negoetioted Negotiated | Offer from Negotioted Negoticted Negotiated
formulation Board of
£d.
Qualifications
for the ERIP:
e Age 556 55 85 55 " None
e Years of Service 15 yrs — 20 vis 20 yrs — 15years
e [Lligible for NYS Yes - Yes — Yes —
retirement
e (Other Full fime  Full time - - — —
Number of 55 (17.7%) 22 (6.4%) 7 (7.4%) 18 (12.9%) 69 (8.1%) Not avail,
eligible
teachers
(1989
* First yaar eligible for NYS retirement

for, has a maximum of $11.307 and a 1989 average of just
$10.000 per retiree,

Years in Effect These districts have had their ERIPs for a wide range of years:
and How Plan 1 year (Goldeoast and Silvercoast), 3 years (Mountainville), and
was Initiated 1+ years (Malldale and Riverpoint). In most cases, retirement
incentives programs are an item for collective bargaining be-
tween teachers and boards of education. Only Silvercoast's
school board unilaterally “gave away” its plin, while some
other districts wisely bargained the issue and presumably gained

something for including an ERIP in the contract,




Qualifications for
Participation

Controls over the
Retirement Pool

Evaluation of
the Plans’
Effectiveness
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The question of whe teachers qualify for early retirement is
critical. In most districts, the minimum age at which a teacher
can use the ERIP is 55, though Intervale has no particular age
requirement and uses the state’s criteria of 20 years’ service and
age 55. The Riverpoint policy is least restrictive, including no
age stipulations and only 15 years of service prior to eligibility.
Yeuars of service required before taking an early retirement
range from 20 years in Silvercoast, Malldale, and Intervale to 15
years in Goldcoast and Riverpoint. Intervale uses the state
requirements, which in effect are 20 years' service and 55 years
of age.

The numbers of eligible teachers in 1989, as shown in table 10,
range from a low of 6.4 percent of the staff in Mountainville to
a high of 17.7 percent in Goldcoast. By adjusting the qualifica-
tions for participation in their retirement incentive programs,
districts can control both eligibility and costs. Goldcest,
Silvercoast, Mountainville, and Intervale controlled the pool of
possible ERIP participants using specific criteria. For example,
no teacher in Silvercoast or Malldale with less than 20 years’
experience could apply for the retirement incentive, By requir-
ing ERIP candidates to be 55 years or older, school boards can
determine how many teachers are eligible by checking person-
nel records,

In all. then, the construction of the ERIP is critical to its success,
both for retirees and for the school systems. The range of
programs poses several questions for school boards, superin-
tendents, and unions (teachers). Should the parties use a single
incentive (flat payout. percentage of last year' pay, or accumu-
lated sick days payout) or a combination of these incentives?
What amount of incenti.e works best? Should the plan be
available to teachers of any age and experience? And should
the plan be offered temporarily or over a longer period? These
and other questions are answered in the next section, in which
the effectiveness of the six ERIPs is assessed.

Since people have only recently begun to study and evaluate
carly retirement plans, basic information and analysis are lack-
ing. Hence, the first step for us was to devise uniform criteria
for evaluating the effectiveness of the six plans described in the
previous section. We developed formulas for measuring three
aspects of the plans:

1. The level of retitement incentives, called the incentive ratio,
hased on the relationship between the payout and the maxi-
mum salary in the district,

b

The effects of the ERIP, or the retirement quotient, determined
by dividing the number of teachers actually retiring by the
number eligible.
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3. The costeffectiveness quotient, defined as the money saved by
the ERIP divided by the amount of money paid out by the
retirement plan. Cost-effectiveness coefficients greater than 1.0
represent districts with cost-effective ERIPs.

Thus, we developed methods for categorizing ERIPs, the in-
centive ratio; for determining the yield of each plan, called the
retirement quotient; and for calculating the amount of money
saved by replacing the retiring teachers compared to the finan-
cial cost of the plan, the cost-effectiveness quotient.

Incentive Ratios The incentive ratio is the cash payout divided by the top
salarics paid to teachers. This statistic standardizes the ERIP
amount in terms of the salary levels in the various districts. For
example, a district’s $18,000 payout maximum sounds low
until one considers that the top pay in that district is $35,000

MI1ULPON

In Maine the state government was hit
hard by the recession, and the teachers” re-
tirement system was in some trouble. In fact,
the state of Maine announced that it was
raising its retirement age from 00 to 62 to
reduce the burden on the pension fund. Also,
the penalty for retiring before the obligatory
age of 60 and 25 years of service was about
to be raised, from 2.5 percent per year reduc-
tion for cach year that a teacher retired pre-
maturely to a whopping 5 percent por yeadr
reduction. Thus, if a teacher left the job four
vears early, her pension at age 60 (or perhups
02) would be reduced by 20 percent for the

rest of her life, Some reward for decades of

loval service!

The School Committee (Board of Educa-
tiom) of Bangor—a Maine town with 38.000
residents, 4,500 students in public schools,
and a teacher work force of 330—saw a unique
Opportunity (o sive some money, reduce staft.
and replace some older teachers. The super-
intendent, James F. Doughty. approached the
president of the Bangor Teachers Assocration
with a proposal. Why not seck a “side agree-
ment” 1o their contract that would allow the
School Commitiee to ofter a voluntary cash

DOLLARS IN BANGOR MAINE

incentive to teachers to retire early? Would it
not be in the best interest of the association’s
membership and the School Committee to per-
mit teachers such an option?

The union agreed. On February 8. 1991,
the School Committee and the Bangor Teach-
ers Association signed the agreement. specity-
ing eligibility and the terms of the bonus and
perquisites teachers would receive. The re-
quirements were simple: 25 years’ experience
(that is, “creditable service™ in the Maine State
Retirement System. though not all necessarily
in Bangor.

Eligible teachers had two options when re-
tiring early: They could opt either for (1) a flat
honus of $12.000 tin two annual installments)
on July 31. 1991, and July 31. 19920 or (2)a
lump sum of $3.000 plus 5 years’ free cover
age under the state teachers association health
plan. Finally. any teacher taking carly retire-
ment. whether under opion T or 11 is “reim-
bursed for up to 30 days of their unused and
accumulated sick days at the teachers” per
diem rate of pay.” Even teachers who had
already announced their intention of retiring
carly were permitted to cash in on this plan.

How well did it work? Very well. in fact,
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annually: the incentive ratio in that district is .51, which is fairly
high. Conversely. a retirement payout of $25.000 may sound
high until we leam that the district’s top pay is $70,000,
vielding an incentive ratio of only .30.

As shown in table 17, the incentive matios correspond closely to
the ranking of the districts' total ERIP payouts. This is to be
expected in a comparison of districts that pay similar top
salaries.

Studies across states and regions might show ditferent rank
orderings when ERIP payouts and retirement ratios are com-
pared. For example. “high” retirement incentives in one part of
the country may be relatively “low” in another if teachery’
highest salaries are much higher: our ratio will account for
these differences.
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almost too well. according to administrators.
Twenty teachers took the incentive. all choos-
ing the $12.000 bonus over two years. This
number was about double the number of teach-
ers expected (since five had already announced
their plans and six more were supposedly wait-
ing for next vear). Of the 20 retirees. the School
Committee replaced only 14 of the teachers. ut
“Track 57 or lower on the salary scale.

The dollars speak for themselves. It cost the
School Committee $2-+40,000. half in 1991 and
the same in 1992, 1o payv the retirement incen-
tive bonus (20 teachers multiplied by $12.000
or $240.000). The accumulated sick days ran
more than expected. though stll o bargain:
$220.000. In all. the “bonus”™ and sick day buy-
backs cost about $460.000 for two vears,

In return, the School Committee eliminated
20 sentor teachers, each carning about $55,000
with fringe benetits. thus saving about 81,1
million per year in salaries and benefits. The
commitiee replaced these 20 teaching staff with
14 teachers who camed only about $30.000
($22.000 plus fringe benetits) or $420,000 totul
per vedr.

Over a two-vear poriod. the district derised
4 net gain of $900.000. This figure is the differ-

ence between its savings of $2.2 million on
salaries of the teachers who retired and its
expenses of $400.000 on bonuses and buy-
backs plus $840.000 on salaries of the replace-
ment teachers. Of course, the district can an-
ticipate saving even more in the subsequent
years after the bonuses are fully paid.

Timing was everything. Some teachers were
already leaving. The s tate had raised the stakes
for teachers by threatening to increase the re-

tirement age by two years (00 10 62) and pe-
nmalize carly leavers by doubling the pension

reduction from 2.5 percent to S percent. The
20 teachers who took the option thus avoided
these additional penalties.

Superintendent Doughty reported (o his com-
mittee that the plan had worked well Twenty
teachers out, fourteen in. net reduction in staft,
and less salany per replicement. A memorable
success. Yet. at the retirement dinner. Doughty
said goodbye 1o good  collcagues, men and

women who, collectively, had 500 vears of

teaching among them.
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The Retirement
Quotient

Cost-
ffectiveness
Quotient

incentive Ratios in Six Districts impact of ERIP on Refirement
by incentive Level Levels by District
AVERAGE  INCENTIVE DISTRICTS NUMBER OF EUGIBLES NUMBER &
DISTRICTAIYPE CASH RATIO BY 8Y LEVEL ELIGIBLES BY TOTAL PERCENT OF
PAYQUT BY DISTRICT RETIRING
DISTRICT TEACHERS
Liberai: Liberal:
Goldcoast $25.000 Ab Goidcoaost 55 17.0% 14 (25%)
Mountainville $30,000 61 Mountainville 22 6.4% 16 (73%)
Moderate: Moderate:
Sitvarcoaost §22.000 A4 Sitvercoast 7 7.4% 3 (43%)
Malldale §20.000 .38 Malidale 18 12.9% 18 (100%)
Conservative: Conservative:
Intervale $§15,000 27 Intervale 16 8.1% 16 (100%)
Riverpoint $10.000 19 Riverpoint 19 37% 16 (80%)

How many eligible teachers retired early? The avowed purpose
of the ERIP, after all, is to entice senior teachers to take an
early exit. Of the number of teachers in the six districts who
qualified on the basis of their age, years of experience in the
district, and eligibility for the New York State retirement pro-
gram, how many and what percent retired? Table 18 she < the
number of eligibles, the percentage of eligibles in . 1otal
teacher population, and, importantly, the number and porcent-
age of the staff who actually took leave of their jobs.

The range of retirees went from a low of 25 percent (14 out 5%
eligible teachers) in Goldcoust (a liberal plan) where 17 per-
cent of the 310 teachers were able to retire under the ERIP, o
a high of 100 percent in the moderate Malldale and conserva-
tive Intervale districts. The Intervale case is worth examining in
greater detail, since it was a consenvative A RIP that was fully
subscribed in 1989, Although the $15,000 bonus for retirement
was among the lowest offered, the district offered the plan for
a nuimbcer of years, allowing teachers to count on it and do
appropriate planning.

As shown in table 19, the six districts expended and saved
differing amounts of money in implementing their retirement
plans. The figures in row 1 are the total salary differences
between retirees and the newly  hired staff, projected over
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Financial impact of the Plans on Participating Districts

Liberal Moderate Conservative
Goldcogast Mountainville Sivercoast  Malidale intervale Riverpoint
Total salary $833,735 §1,072.461 $173,052 $465,000 (51296000 $§903.360

difference: former
vs. new staff—3-yr
projection

ERIP one-year $350.000 §520.559 S69.000 $5468.592 $240.000 $171.920
payout

Amount saved by $483.735  $551902 [$104052 $-3,592° |81.056.000 $731.440
ERIP over 3 years

Effectiveness 1.38 1.06 151 -0 4.4 42
quotient: amount
saved/amount
paid out

*Lost money

three years. The second row is the once-paid FRIP bonus—ithe
actual retirement incentive. The catical data are in line 3. the
amount saved over the 3 years, derived by subtracting line 2
from line | for cach district.

Districts with conservative ERIPs, Intervale and Riv rpoint. pro-
duced the most cost-effective plans in this study, with cost-
effectivencss quotients of of +4.4 and +4.2, respectively, almost
three times as effective as the next best district (Silvercoast,
with a moderate ERIP). Recall that the cost-effectiveness quo-

e Districts with tient is caleulated by dividing the dollars saved by the actual
conservaﬂve PAyoul Costs.
ERIPs produced in addition, 100 percent of eligible teachers in Intervale and 80
’ the most cost- percent in Riverpoint accepted the plans. Important, too, is that

Riverpoint wisely capped the number of accumulated days of
effective plansin ik jcave at 35, unlike Malldale, in which some teachers
this study. o9 accumulated 200 sick days toward retirement. In all, it appears

e mm—e o we— = from this rather limited sample that the cost-effectiveness of an

ERIP and the number of participants using it are not apparently

related to the level of the incentive. Paradoxically, districts with

conservative plans, Intervale and Riverpoint, produced the most
cost-effective plans, with cost-effectiveness quotients of 4.4 and

4.2, whereas the liberal and moderate plans performed much

less well,




Qualifying for
NYS retirement
Average age
Average final
salary
Average total
years teaching
Average total
years in district
Certification
K-6
English 7-12
Math 7-12
Science 7-12
Soc. studies 7-12
Forelgn lang.
Unifled arts
Special ed.
Physical ed
Other

* Second window period

Profile of
Retiring
Teachers

Profiles of Retiring Teachers by District and Incentive Level

Libsraol Moderate Conservative

Goldcoost Mountainville  Silvercocst Malidale Intervale Riverpoint Total NYS

Retfrees

Staff accepting RIP 14 (25%) 16 (73%) 3 (43%) 18 (70%) 16 (100%) 16 (80%) - 3.258

14 16 3 18 16 16 all
&2° 50 &0 57 55 56 59
: QPPIOX.
$55.066  $§53.74) $50.228 $46.000 $54.000 $48.791 $37.821
approx.
31 not avall, 27 25 25 25 26
28 23 27 25 20 23
2 4 2 4 7 7
i ] ] 5
) 2 ]
i 1 2 ]
2 ] i
2 2 ]
i 2 ]
]
2
5 4 7 5 2

It is usetul to take a look at the characteristics of those teachers
clecting 1o retire. What were their ages. experience, areas of
certification, and other aspects of their background as com-
pared to the averages of all New York State teachers? As
shown in table 20, the profiles of these teachers are amazingly
similar. with 4 few noteworthy differences. First, their average
ages by district ranged from 55 to 02, compared to the state
average age at retirement of 59 (see table 20, line 3).

Goldeoast had the oldest average age of retirees at 62, whereas
Intervale had the Towest average age at 55, The heart of the
study can be seen best by comparing the results for these two
districts. Intervale offered one of the most conservative plans
(4 515,000 flat pavout). The rate of participation among ¢li-
gible teachers was 100 percent. compared to a 25 percent rate
tor Goldcoast, which offered a liberal $25,000 incentive. In
addition to a participation rate four times that of Goldcoast,
Intenale had an average age for participants that was seven
vears vounger. This difference in average age was caused in
part by Goldeoast's making available a second "window of

¢
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eligibility” for those older teachers who chose not to partici-
pate in an carlier plan,

Perhaps the most important compuarison to be made between
Intervale and Goldeoast is the difference in the cost-effective-
ness quotient. Intervale was the most successful district finan-
cially, saving almost 4.5 times the amount it paid in incentives.
compared to Goldcoast, which saved only 1.38 times the amount
it paid out in incentives. Intervale has offered the same plan
for over 10 years. In doing so, it has been consistently able 1o
entice large numbers of teachers to retire in their first year of
cligibility. If teachers can view the retirement incentive plan as
a long-term effort, they can depend on it and make retirement
plans well in advance.

The average final salaries of the retirees by district

é If teachers can view the were also similar to one another, ranging from
feﬁrement incentive p'an as Malldale at $46,000 to Goldcoast at $35.006. The

a long-term effort, they can

latter figure is 31 percent higher than the state-
wide average for retiring teachers at $37.821.

depend on it and make

retirement plans well in

advance.

The average number of years teachers had spent
in the profession ranged from 25 in three districts
89 (0 31 in Goldcoast (because of the second retire-

Profile of New/

Teacher/s

ment window). As for the average number of
years the teachers had spent in their districts, we find the range
from 28 in Goldcoast, to 23 in Mountainville and Riverpoint,
and 20 years in Intervale. These high numbers indicate the
stability of the teachers: most spent almost their entire careers
in a4 single district.

In all, these retirees appear 1o resemble statewide averages in
most areas except salary, with teachers in the sample districts
being much better paid. All six districts have stable. mature
staft who are well paid, making the timing of retirement all the
more important. [f these districts instead had higher teacher
turnover (as indicated by shorter terms of service in the sys-
wem) and generally younger teachers. tacir retirement incentive
plans might not have been necessary. In this respect, these
airicts are typical of the nation's schools. which have an
increasing proportion of senior staft caring high salaries.

'he retirement incentive plan tells only half the story, tor if

Lhools canrot replace lost teachers with candidates of high
qquality, continuity and academic rrogress may be adversely
aficcted, Tvoo basic questions nuist e asked: Can qualified

1cachers be found o replace staft b feave? And second. will

these roplcements wpically consise of teachers who were
previously Lud off or whe are by nired o work outside
their primary cestifieation area?

Ox
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In total, the six districts hired 75 teachers to replace those
retiring, Only 3 out of 75 (all in Goldcoast) were transferred
tfrom other district positions, and none was hired from “recall”
lists of teachers previously laid off. Thus. the 72 new teachers
were hired from outside the districts, bringing new perspec-
tives into the schools. Further, they were younger, well edu-
cated, and less costly than their predecessors.

As shown in table 21, the school districts seemed to fulfill
many of their goals. For example, as indicated in row 1, four
out of the six districts did not replace their full complement of
retiring teachers, instead using the ERIP as a means of making
a slight reduction in force. For example. Goldcoast hired only
79 percent of the number of teachers who retired; Mountainville,
81 percent: Malldale, 78 percent: and Riverpoint, 80 percent.
On average, the districts had seen 10 percent decreases in
pupil enroliment. perhaps accounting for the fewer number of
replacements.

The data on these newcomers are informative. These teachers
are typically younger (their mean age is about 29) and they are
predominantly female (61 out of 75). They are less costly to
the district: their average salary is $30.000. whereas the retiring
teachers earned an average salary of near $50.000. The major-
ity had master's degrees (41 out of 75, or 55 percent). And
most had some prior teaching experience, three to eight yeurs
on average. They came from other public school districts.
private schools, niniversities, and undergraduate schools.

Fight-five percent of the new staff had previous experience in
public or private schools. Only 8 percent were recent college
graduates, and the remaining 7 percent were interdistrict trans-
ters and teachers entering the field from other professions.

In sum, at least for these six districts, the replacement of staff
was accomplished successfully: new teachers with good cre-
dentials. experience, and cenified skills were hired. all at a
considerable savings to the districts.

Teacher retirement in general and early retirement incentive
plans in particular have become a major personnel policy issuc
in American schools. District leaders, unions, and teachers
alike are working to find ways of replacing older stafl voluntar-
ily, effectively, and economically. Since national laws and poli-
cies have virtually eliminated mandatory retirement for em-
ployees, school boards and superintendents are searching for
ways of enticing teachers to retire.

These six districts present a useful picture of the policy process
from formulation through evaluation. Although these sample

Yy
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Profile of New Teachers by District and incentive Level

Number of new
staff hired
(% of vacancies
filled)
Average qge
Number male
Number female
Average salary
Salary cap
A.rerage yeaors of
expernence
Highest decree
held
BS/BA
MS/MA
PhD/ECD
Certification
K-6
English 7-12
Math 7-12
Science 7-1z
Soc. studies 7-12
Foreign lang.
Unified arts
Special ed.
Physical ed.
QOther

10. Previous experience:

other public
schools

private schools
recent college
grans

other fields

district fransfer

Liberal
Goldcoast Mountainvilie

11 (79%)
32

3

8

$36,440
unofficial 7

8

15 (81%)
37

2

13

§33 491
No

5

b ot [y 300 ~d

— BRI DD

3¢

1 (comm.
college)

Moderate
Sivercoast  Malldate

3 (100%)
31

0

3
$31.000
No

5

—

14 (78%)
29

3

11
$26.250
No

3

10

4

0
5&D
1¢D
N

¢

5S¢

I O

Conservative
intervale Riverpoint
16 (100%) 16 (80%)
28 29
2 4
14 12
$§27.000 §29.941
No No
3 4
3 Q
13 5
0
7 7
1 5
1
2 1
1
5 2
13 15
2 1
1

school districts are middle-class, suburbun, and small, they do
present a limited case study of policies and practices tor man
aging the carly retirement process.

There are several Key conditions that either can facilitate a
smooth. economical transition from older to younger staff or
cin cost the district considerable money and upset the process
of staff turnover. Policies should incorporate the characteristics
of effective retirement incentive plans and avoid possible pit-
falls in the process. The following policy recommendutions are
addressed 1o school district officials who are considering the
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development of 4 retirement incentive plan. Although these
suggested policies are based on only six cases, they do offer a
basis tor further study and point the way toward the design of
improved retirement programs.

1. Determine the type of plan that is hest suited to the needs of
your district. One type of incentive is a fixed sum (or ex-
ample, $25,000) that is offered to teachers independent of their
salaries or years of service. A lump-sum incentive seems to be
an effective enticement to teachers to retire, while it affords
the district a manageable and predictable way of calculating
what its costs will he. Exercise prudence in determining the
appropriate sum to ofter, taking into account local pay, costs.
and standards of living. Some districts offer a percentage of
teachers” final salary, which might be enhanced by an addi-
tional amount of money for longevity in the district.

still others consider the accumulated sick day (ASD) option,
by which teachers get a cash payout upon retirement for each
sick day they have earmned. This kind of incentive presents the
most problems and should be closely evaluated. Tt appears

that sick days are no longer being used as protec-

® A lump-sum incentive tion against catastrophic illness but instead have

seems fc be an effective

bcome an entitlement perk for employees.

enticement to teachers to Payment for ASDs may create an unpredictable.

retire, while it affords the

unmanageable pool of participants and a cosuy
cash payout. That is, if the district failed to place

district a manageable and  un uppropriate maximum on the number of sick

predictable way of

calculating what its costs

will be.

days that teachers can exchange for cash. it could

face the possibiity of a large number of teachers,

at any point, retiring and “cashing in” their sick
9 Jdays at hundreds of dollars per day. Not knowing
(1) how many days teachers might claim toward
retirement or (2) how many teachers may choose this incen-
tive could send a district into tinancial ruin. To avoid these
problems, the ASD plan requires certain safeguaards:

e Limit the total number of sick days to be used in the plan,

e Decrease the cash value of each sick day from the customary
1 180th of the teachers vearly salary (o a4 more reasonable
figure.

e To save money, buy back onlv one sick day for every two
accumulated.

e Decrease, after the first yvear of eligibility, the benefit by 20
percent per vear until it phases out completely.

Additional research is needed on districts that have success-

futly ¢himminated ASD plans or instituted safeguards to get these

G
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plans under control. Perhaps districts could negotiate the ASD
out of the contract for existing or future employees or amange
10 buy back some of the days each year to cut its long-term,
accumulated impact.

2. Negotiate the conditions of the retirement incentive plan with
the union as part of a bargaining package: don't give it away.
Farlv retirement plans can benefit both management and the
¢6 In exchange for teachers unions. which are becoming more aware of the needs

eliminating an of their older members to retire gracefully. In five of the six
sample districts, the proposed plans were the result of contract

unacceptable bargaining. as it should be. It the school board offers a retire-

accumulated ment package to the teachers, the district negotiators: should

sick day get something in exchange.

program, raise As the teacher work torce ages. these retirement concerns will

slighﬂy the become major negotiation issues. At the least, a retirement
plan that is bargained between school board and union will

flat payout allow the district’s management the opportunity to forge a plan

amount. 89 that fits the district’s needs and resources,

3. Offer an appropriaie. effective incentive payout. Oftering the
correct amount is crucial, since the monetary payout plays a
kev role in the cost-effectiveness of the plan. Interviews with
teachers and data analyzed in this study indicate that an incen-
tive ratio equal 10 25 to 30 percent of the maximum teacher’s
salary is the “tipping point™ at which individuals begin to look
favorably at the district's retirement incentive plan. Finding the
right balance between expense and attractiveness may require
some experimentation. as you adjust the amount of the bonus.

To manage a retirement plan effectively. you should first estab-
lish the maximum number of participants a district can afford
to buy out in any given vear. Then determine the period of
eligibility for retirement (for example. one vear, at age 53).
watching both- the pool and the “window of eligibility” to-
gether should help vou to control finances and gear up tor
recruitment over the long haul

4. Offer the retirement plan on a steady. regular basis. thus
encouraging teachers to retire when they are first eligible
under the state's retirement scheme. Such predictability pernis
both teachess and the district to plan for their futures, with full
knowledge that neither side is going to pull a fast one. reduc-
ing the gamesmanship in the process,

Kev vour district's retirement plan to the state’s year of cligibil-
ity. Important. too, is a requirement that teachers retire only at
the end of the school vear, not midterm. This stipulation
protects the district, union. and teachers from the public rela-

Gu
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tions embarassment of having 20-year veterans “retire” sud-
denly in November at age 43 with a check from the board in
their pocket for $25.000. leaving district and children high and
dry.

S. Qfer preretirement planning and adrice through counseling
and workshops. Such planning may help prepare everyone for
retirement, allowing the district to “sell” the plan to the older
staff. It's also a good idea 1o cosponsor such informational
meetings with the teachers union and/or the state retirement
office. Such sessions should be held regularly,
® An incentive ratio equal fo perhaps each semester, to give teachers a chance
25 to 30 percent of the to think about the benefits of retiring.
maximum teacher’s salary is 0. Create a strategy for bhiring replacement teach-

. ” ers. Ironically, the more successful the retirement
the "ipping point™ at which plan, the more important the recruitment plan.
individuais begin to look Most districts will save money, since new teachers
favorably ot the district’s are less expensive than older ones, though good.

strong, middle-range salaries are ideal for attract-
reﬁrement mcenﬁve p'an ” ing replacements of high quality. Districts should

also consider the following actions:

e Hire student teachers already familiar with district policies and
known to building staff.

e Hire substitute teachers who are familiar to building leadership
and who have proven ability.

e Armange trips to regional colleges and universities to recruit,
using those institutions” employvment services and job fairs
where possible.

-
B

. Continually change and improve your retirement incentive
plcm which you may have inherited from your predecessor.
Often, it seems, superintendents and school boards find prob-
lems with incentive plans left over from earlier periods. A
number of techniques can be used to make alterations after a
program is in cffect:

e Grandfather (or grandmother) the existing teachers, allowing
them to keep the old retirement plan, while changing the
conditions of the ERIP for future teachers. This approach
means that the union Gin hrm;, the new plan to its current
membership without difficulty, letting the not-yet-hired stutf
absorb the cuts

e Reduce the problem gradually. For example, you might reduce
the bonus for accumulated sick davs, so that the costs at the
hargaining table are minimized.

* Inexchange for i nating an unacceptable accumutated sick
day program. raise s, atly the flat pavout amount.
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District officials who have the patience and foresight to develop

# Rather than strategies for modifying costly, unpredictable ERIP provisions

laying off are likely to have plans that are successful over a number of
years.

younger

teachers In all, then, teacher retirement and replacement offer an oppor-
tunity for creative management. School district leaders can

because of provide a stable, effective means for encouraging senior teach-

budget cuts, ers to retire—replacing them with high-quality, new staff, while

districts may avoiding the. pitfalls of unexpected costs and poor personnel
policies. Well-managed districts can experience renewal and

be able to hire revitalization, improving personnel practices and financial sound-

more of them ness at the same time.

by means of @ As we proceed through the 1990s, we will witness the contin-

well-oiled ued aging of the work force in our nation's schools. We will

ti " also see rising costs, as more teachers approach their districts’

reliremen g9 Maximum salarics. Retirement incentive plans can play a signifi-

program. cant role in cutting the costs of education and reducing the

e pumber of staff without forcing districts to resort to layoffs,
Thus, rather than laying off younger teachers because of budget
cuts. districts may be able to hire more of them by means of a
well-oiled retirement program.

Retirement plans in this decade may present to district manage-
ment a challenge similar to the extended maternity leave poli-
cies implemented during the 1970s and 1980s. When many
teachers in their 20s and 30s were becoming parents, school
boards struggled with policies that gave teachers the time off
they needed for their role as parents and that also protected the
schools and their pupils. Now, parents of the 1970s are becom-
ing the grandparents of the 1990s and retirement is the issue at
hand.

In summation, the advantages of good incentive plans are clear:
smooth transitions from one teacher generation to the next
financial savings, revitalization, new ideas, and improved edu-
cation. If the profession is to modemize, this move from gen-
eration to generation is crucial—and school manag rs must
take the lead. A good retirement incentive plan, coupled with
aggressive. effective recruitment. should guarantee the renewal
of our nation's schools into the 21st century.

The final chapter summarizes our findings and recommends
steps school systems, states. and the nation can take to improve
both the conditions of retired teachers and the process of both
regular (full-term) and early retitement,
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have been a teacher for 29 years—it is not getting any easier,
cither in the classroom or from the political point of view,
Teachers today are not appreciated and their worth cannot and
never will be measured on a computer. Teaching is a profes-
sion at heart. It is a profession of caring, not only for the
knowledge to be imparted but a caring for the child you see
every day. Teaching goes beyond dollars and cents. A good
teacher’s worth will never be measured or valued on this carth.
(An Arizona teacher interviewed by Conley and Cooper 1991,
p. 2)

A major goal of education in the 20th century has been to make
teaching a profession that would attract teachers for a long and
meaningtul career. Poor pay, meager benefits, low prestige, and
little power combined for generations to make teaching a job
that muny stayed in temporarily but few embraced for an entire
career. Turnover rates were high because young women and
men viewed teaching as a step to other careers, marriage, and
motherhood. As late as 1989, in fact, the primary occupation of
“public school teachers who left the profession was homemak-
ing and’or child rearing.” according to the National Center for
Education Statistics (1991),

In the 1990s, the goal of improving teaching conditions in the
United States has been partially met. Salaries and benefits have
been greatly improved, often through the militunt action of
unions (Eberts and Stone 1984). Today many teachers have one
or more master's degrees and even doctorates, and most teach-
ers continue to engage in staff development and other profes-
sional coursework. By 1988 the national turnover rate for teach-
ers had dropped to an all-time low of 5.6 percent, down from
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21 percent just two decades carlier. Indeed, one indication of
the success of the job enhancement movement in the United
States is the high number of teachers who have remained in
the profession all their working lives and who now, for the first
time, constitute a large cohort of aging workers looking for-
ward to retirement.

School Reform Americans always seem ambivalent about teachers. We alter-
nate between blaming them for pupils’ failures or even our
and Teacher "¢ ™ & T PUpb N
B fi inability to beat the Japanese in world markets and praising
enefits them as saints who will live forever in the hearts and minds of
their students (see Cooper and Conley 1991, pp. 2-3).

Even the recent school reform movement shows signs of both
attitudes. For example, the so-called first wave of reform,
starting around 1983 with the now-famous A Nation at Risk
(National Commission on Excellence in Education 1983), tended
to point the finger at teachers. Many states instituted policies
that raised standards not only by testing pupils but also by
insisting that teachers received a thorough checkup to see if
they were intellectually fit. Forty states actually increased their
training and licensing requirements in an attempt to enhance
the quality of teaching,

The second wave of reform, starting around 1980, “rediscov-
ered” teachers and made them a centerpiece of subsequent
innovations. We saw A Narion Prepared (the Camegie Corpo-
ration 1980) and the Holmes Group (1980) platform, which
sought to improve teacher preparation. We heard much about
restructuring schools: sharing power and bringing authority
closer to the school site through “site-based management” and
~shared decision making” (sce National Governors’ Association
1986, the California Commission on the Teaching Profession
1083, Elmore and others 1990). Efforts were made
) Although school reformers 1o empower” teachers to become full-fledged

were highly concemed professionals and critical decision-makers,
about the professional life of Although school reformers were highly concerned

h th i about the professional lite of teachers, these policy
teachers, Ineie palcy analysts hardly noticed that the work force was

analysts hardly noticed that  aging. The reform agenda largely ignored  the
the work force was aging. o0 ncv.d o c(?nsidcr means .fcn' retiring and x'q?};fcing
i —— — — an increasing number of teachers and administra-
tors, It also failed to foresee the pressure on states
and localities to cut personnel costs by building incentive

systems for early retirement,

Mixed feelings about the teaching profession are also apparent
in the wav society has structured its teacher setirement sys-
tems. The state-governed pension funds provide teachers with
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Challenges for

the Future

4 dependable source of income in their old age. Yet to receive
those benefits. teachers must adhere 1o a host of regulations
that are clearly geared to ensuring that they stay in the profes-
sion and even in the same state for their entire working lives.
As we saw in chapter 2, teachers and other public employees
are rewarded for teaching in the same system for 30 vyears, to
age 60 or so. and then claiming their pension. If they leave
carlier, they are penalized financially: their pensions are usually
reduced by a certain percentage (2 percent or more) for every
year they retire before age 60 and/or 30 years of working in the
system.

We argue that teacher retirement systems in the United States
face challenges that deserve the attention of all levels of gov-
emment, as well as school administrators, teachers. their unions,
public interest groups. and the school community in general,
The future of the teacher retirement system depends on resolv-
ing six refated issues:

1. threatened financial viability

e

lack of consistency between local and state policies
3. lack of portability of plans

4. lack of system flexibility in investment and withdrawal of funds
for teachers

-~

5. lack of control by teachers as individuals and as a group
0. lack of equity among teachers in various districts

First, we are concerned about the financial viability of the
pension funds in some states. As more and more teachers retire,
we worry that the systems will not be able to support the
number retired. that the investment policies of the pension

programs may fail to return enough interest. and

& Most states punish early
refirement at the same time  (cacher pension systems across the nation.
many local school districts
are iaunching ali-out

campaigns to promote it. ®  Most states punish carly retirement at the same

that government will try to cut its support. Defi-
nitely, we need to look at the viability of the

Second, policies governing pensions are not al-
ways consistent between levels of govemnment,

e e m e e time muany local school districts are launching all-

out campaigns to promote it. Consider the sidebars
in this chapter featuring the cases of Jun Manville. Bob Simon,
and Jeft Sands. As these cases demonstrate, retirement has
become as complex as training. centification, and finding a job,
perhaps even more so. Jeff's case was affected by federal rax
and welfare laws, state plans and regulations, local incentives
and programs. and his own personal savvy and decision-mak-
ing. With so many jurisdictions involved. perhaps we should
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take a look at how we can better coordinate the national. state,
and local policies that govem these vital benefit programs.

Third, most teachers are unable to carry their own personal
pension plan contributions across state lines. This greatly limits
their ability to move, change jobs, and take their

& Should teachers receive retirement funds and credits with them.

vastly different pensions for  rourth, investment programs are much less flex-
performing the same kind ible than private-sector plans, mainly because busi-

of work in different school

districts?_

nesses see retirement efforts as a form of forced
saving and investment, not as a social welfare
" Lenefit from the government. Whereas workers in

A National,
State, and
Local View

T the private sector have great flexibility in how
they invest, the amounts they can invest, and the withdrawal of
pension funds, the public sector has been extremely rigid and
burcaucratic about the matter. Perhaps we can learn something
from Westinghouse.

Fifth, either as individuals or as a group, teachers seem to tack
any real control over the policies and programs of their pen-
sion funds.

And finally. teachers receive vastly different benefits and pen-
sion wmounts. Teachers in wealthier school districts tend to
cam significantly higher salaries, thus accumulating larger sums
in their pension accounts. And when teachers retire, the level
of their pension is determined by their average salary over
their last three or so years of teaching. Should teachers receive
vastly different pensions for performing the same kind of work
in different school districts? The equity issue, then. appears in
the retirement process, as it does in hiring and remunerating
teachers throughout their careers.

For all these reasons, teacher retirement is and will continue to
be a big issue at all levels of government well into the next
century. First, it is clearly of national concern because of the
nation's interest in the welfare of its schools. Since we are now
(1) creating a national certification process for teachers, (2)
beginning through the Holmes Group to cooperate nationally
in the training of teachers, (3) setting higher teaching standards
and national recognition awards for outstanding pedagogues,
and (4) considering the implementation of national curriculum
standards and testing. it only makes sense that the issue of a
~national retirement system” should receive attention as well.
Issues such as the lack of interstate portahility of pension
accounts would be on the national agenda,

Meanwhile, teacher retirement remains 4 sfgle matter, since it 18
the state that creates and manages the rules. regulations, funds,

{
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THE  RETIREMENT  JUNGLE THE  CASES

Let's consider the issues confronting Jan
Manville, a4 38-yeuar-old teacher from a small
district in upstate New York, Jan has been
teaching for 18 years, after spending almost
10 years pumsuing her degree. She had worked
in the tamily’s retail business from the time of
her graduation from high school, and began
taking college courses at night at age 30.

After 40 y s of work, 18 as a teacher
added to the 22 years she worked in the
tamily business, she was ready 1o retire. As
she began investigating her own retirement
possibilities, she found some strunge armange-
ments.

She was in luck: the district was offering a
one-vear retirement incentive plan for weach-
ers at least S0 years of age and with a mini-
mum of 10 yeirs of “creditable service.™ The
incentive was i one-shot bonus of 50 percent
of her final average salary. Since she camed
$50.000 on average during her last three vears,
her bonus would total half of that. $235.000.
she was off und running,

But wait! The state redrement system noti-
fied her that. although she mayv be ¢ligible for
the district retirement scheme, she did not
meet the requirement for full pension pay-
ment since she was 2 vears short of the 20-
vaear state minimum. In tact, the stte regula-
tions penalized her 3 percent per vear for
cach year she retired carly. Hence, 10 per-
cent would be deducted tfrom her pension
forever. Ten percent meant a drop of almost
$1.800 per year!

More bad news. On July 1, 1973, one month
hetore her appointment as teacher. New York
State introduced @ new retirement plan (ter
1D for staft hired after that date. An additonul
reduction s imposed under ter 1 retire-
ment occurs before age 02 with less than 30
vears of service. At age S8, Jan would lose
about I8 percent of a normual tier T oretire-
ment, or an additional $3,.240 vearly.

OF  JAN  MANVILLE  AND  B®B  SIMON

So far Jan has Jost about $5.000, or 28
percent, of her pension from reductions for
having less than 20 years’ service, plus the tier
IT penalty. Although Jan's pension is reduced
by $5,000, the district’s incentive bonus at
$25.000 would cancel out the decrease for five
years. So why not go ahead and retire?

But things could have been even worse.
Jan's cousin. Bob Simon, teaches in a state
where the statewide incentive retirement plan
allows him to retire at age 52 instead of 35,
The Internal Revenue Service informed Bob of
IRS Section 415, which prevents state regula-
tions from overriding federal policy. The Sec-
tion +15 regulation. enacted October 13, 1987,
“limits benefit increases resulting from {state)
legislative improvements.” This IRS rule re-
duced Beb's pension by about 17 percent.

As schoor dlstricts strive to usher out older
teachers and bring in new people and new
ideas, their plans seem o collide with state
and federal regulations. Somehow ., the federal,
state. and local jurisdictions need to cooperate
to prevent teachers’ being caught by conflict-
ing, punitive rules of retirement and carly re-
tirement. Unfortunately, the cases of Bob and
Jan are wpical as the retirement agenda has
become a retirement jungle.

A
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and programs that comprise public-sector retirement. And since
school districts bargain or confer informally with teachers about
issues of ~early retitement incentives (as our Bangor, Maine,
and New York City cases in chapter 3 indicate). the focal
school boards and school executives also play a vital role.

But primarily. retirement is a personal choice that piofoundly
affects individual teachers during the later years of their lives.
And this report has demonstrated the incredible progress that
many teachers have made in securing a decent living and a
comfortable retirement,

Recommendation: We propose that a national commission, matched by study

ES"Qb"Sh NG“O“Q' committees in cach state, be convened 1o examine the issues
discussed below in teacher retirement and replacement (per-
and State

haps in wndem with such consideration for all employees in
Commissions on the public secton). Who should create such a structure is not
Teacher clear. Perhaps the Secretary of the U.S. Department of Educa-
Retlirement t{()n C()}lld hﬁng the fc.)H(')\\'mg mtgrestcg‘i p;xmgs tog‘cghcr: Ni-
tional Education Association. American Federation of Teachers,
American Association of School  Administrators  (superinten-
dents of schools), Council of Chief State School Officers. Na-
donal School Boards Association, university officials. gover-
nors, state government associations, state pension fund « xecu-
tives, financial experts. business and industry representatives,
parents, and so forth, to set the agenda and to help states and
districts improve the early retirement process.

The issues on the table should incude those listed earlier in
this chapter. among others,

Viability of State Although this study did not attempt to analyze the fiscal viabil-
Pension Funds ity of state retirement systems, we did learn of some consterna-
tion among teachers and administrators about the ability of the
retirement system 1o support and extend coverage to them. As
our analvsis showed (see table 1 in chapter . some states
have higher ratios of active teachers to retired teachers than do
others. In a few states with Jow ratios, only about two teachers
are still working and thus contributing to the funds for every
teacher who is already retired, Maine, for example. has the
worst rtio of working to retired members, is in the throes of a
recession. and is considering a change in its policies to make
retirement itself more difficult and costly for teachers (see the
sidebar on the Bangor. Maine. school district in chapter 3),

McLoone (1987 raises three financial issues conceming pen-
sions funds: (1) Are they adequately funded to pay present and
future liabilities? (2) Are the investments getting maximumn
rates of return? and (3) Are investments in keeping with current
social policies and concerns? These and other questions must

o
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be examined carefully if pension plans are to be sufficiently
strong to support the rising number of retirees,

Funding levels, the subject of McLoone's first question, have
been an issue since the 1920s when pension plans began using
actuarial estimates in setting rates. States must be able to fund
their share of the pension contribution and keep their hands off
this attractive pot of money. As the secretary-treasurer of the
National Council of Teacher Retirement said, “The biggest chal-
lenge facing teaching retirement systems is keeping politicians
out of the trust funds” (Deigmueller 1990).  As McLoone ex-
plains,

The annual contribution made by government is the sum of the
administrative costs and the contribution level necessary to
finance the benefit level, minus the rate of retum on invest-
ments. When this formulation requires increasing govemmental
contributions. either benefit levels or employee contribution
levels are changed. When this formulation indicates no need tor
a change in government contribution or a4 lower government
% At present, we contribution, benefits formulas and levels are liberalized. When
the rate of retum lags behind the rate of inflation, as in the

do not know . .
1970s. questions are raised about the adequacy of funding and
the effect on the ability of a retirement system to provide adequate payments
the rate of in the future. (1987, p. 242)
return of Currently, a recession in combination with rising costs have
aused some pension plins to shift greater responsibility 1o
making ¢ ~pension p ' greater respons 1_19
employees. New York State, tor example, created a multitiered
refirement approach. whereby workers hired earlier (tiers 1 and 2) still
investments make no employee contribution but newcomers (on tier 3 and
beyvond)) contribute 3 percent of their salaries toward retire-
‘politically * P

ment. Shifting the burden to future staff defused a political

correct.’ 9 bombshell from unions and other groups. Other states are
T - nising the employee share. The levels, viability, and govern-
ment contribution should be examined in relation to investment
policies and vields.

McLoone's second and third questions—the rate of retum and
the social responsibility of investments—also require examina-
tion by a national commission and individual state committees.
States that avoid investing in South Africa, Northern Ireland,
and other places and in corporations such as Exxon because of
some objection to their policies may find it difficult to switch
stocks quickly because they cannot keep up with the latest
"unacceptable” stock or bond option. Furthermore, issues rang-
ing from war to women'’s issues to fishing for whales 10 foreign
policy 1o sex and racial discrimination and abortion rights may
be so complex that the pension fund leaders cannot keep pace
with which stocks to buy, At present, we do not know the
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effect on the rate of retum of making retirement investments
~politically correct.” Whatever the result. one disadvantage of
changing investments with the social and political winds is that
investment policies are dictated by the “cause” of the moment.

At any rate, state legislatures, teacher groups, and others shoeuld
keep a close eve on the government's contribution, the rates of
return, and which policies are being used.

Each state should take a good hard look at its retirement goals
and policies. As this report has amply illustrated. the vo fevels
of government have disparate goals. For superintendents and
school boards, hard pressed to stretch budget dollars, an early
retireinent incentive program (ERIP) makes perfect sense. Data
in this study show the remarkable savings that can occur when
an ERIP is well planned und executed. Retiring teachers and
acdministrators early allows districts to eliminate positions with-
out layoffs or transfers and to hire lower-cost personnel to
replace some of those who retire. Further, our research indi-
cates enomous pentup demand among veteran employees to
change careers or retire completely.

Standing in the way. however, are ponderous state retirement
sy stems dedicated to longevity, rewarding those who remain
with their teaching caweers to the end and pun-

56 A national commission ishing those who retire carly. A national commis-

should survey states and

sion should survey states and districts to deter-
mine just how different the state and district

districts to determine: just goals are. Surely, the two levels could work out
how different the state and their differences and react a compromise. Yor

district goals are.

example. states could reduce the penalties they
impose¢ on early retirement and districts could
reduce the incentives they offer. Teachers, de-
spite this conflicting message. seem to be willing to absorb the
reduction of pension for the bonus money and the chance o
rotire,

"

The commission should also ascertain toowhat extent states are
backloading” the costs. allowiny teachiers 1o retire early but
muking monev on the deal by permuinently reducing their
pensions by an average of U percent 0 5 percent per yedr.
Backloading refers to the practice of cutting workers out of
their full pensions by setting up lures and roadblocks.

Several Fackloading technigues are used: long vesting periods
(discussed bolow), stingy fermulas for benefits, reduction of
benefits for carly retirement. and Social Security offset provi-
sions. A number of states are reducing pensions for early
retirement. and a few even do so for eachers who earn Social
Security, These and other practices warrant examination. Per-
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haps, educating teachers about their rights under a pension
plan would dissuade them from leaving their jobs prior 1o
vesting or before they qualify for full retirement. Or perhaps
the commission’s findings would convince states to go along
with districts and waive the penalty for early retirement when
districts are able to make a case for reductions in force and
budgets. After all, a state’s entire education system is stronger
and healthier when staffing levels are appropriate and when
teachers can retire when they desire, within reasonable limits.

Portability of It scems to us that in a highly mobile society such as ours
Pension Plans retirement plans should be transportable to other districts and
even other states. As it stands, teachers who move from one
state retirement system  to another lose at both ends. They
forfeit the credit they have accrued in the system they eave,
and. unless the new state retirement system allows teachers to
get credit for prior service in other retirement systems, they
must start from scratch in building credit in the new system. In
some cases, teachers may be able to “buy”™ credit from a prior
state and use it toward retirement in their new state, However,
states often set 4 maximum number of years of service that can
be credited, say 10 years, or “buy™ them on a two-for-one
basis. And service in private or parochial schools 1s usually not
credited toward public school retirement.

Teachers who change systems experience a significant drop in
pension benetits. Consider what happens, for example when a
teacher, after working in one post in New York State for '8
vears, takes an out-of-state teaching job. This teacher has worked
8 vears after vesting (10 years) but 2 yeurs before retirement is
allowed. The state must pay this teacher a pension at age 00,
along with other vested teachers at that age, but the state
reduces the amount of that annual payment by 3 percent per
vear for each year short of 20 years of service. Hence. for this
teacher the reduction is 10 percent—iwo years multiplied by
& Teachers who the S percent penalty.

change systems Bernard Jump, Jr.oin a report for the Carnegie Forum on
experience Educ;uign and the Economy, found that tg;ichcrs whao spend 20
ianifi td vears with one employer and then 15 with another eam only
signflicant drop 70 percent of the pension benefits that they would have earned
in pension had they stayed with just one emplover.

benefits. L]

One might argue that if education is to be considered a full-
Hedged profession. teachers should be free to pursue better
opportunities in other states, regions, settings. Being tranped in
one system lowers morale, creates staleness, and robs schools
and students of 4 flow of new staff and ideas, If the United
States is to have a national certification program for outstand-
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ing teachers, why not have a national pension plan to support
the mobility of outstanding teachers?

Professors in unive sities and colleges have great mobility and
take their pensions with them. under TIAA-CREF. a private
system. This system is one of the largest and most viable
retirement plans in the nation, worth over $30 billion at last

teachers, why not have a
national pension pian to
support the mobility of
outstanding teachers? 99

count. Why not allow teachers to move around.

&6 If the United States is to to0?
have a national cettification sy difficulties would arise under portable
program for oufstanding system. States have different rules, different vest-

ing periods. different contribution formulas, and
different levels of pay. But surely ways of accom-
modating these variations can be found once the
concept of mobility and transportability is estab-
lished nationally.

A report on the portability of teacher pensions
presented at the 1988 mecting of the National Governors
Association (Taylor 1992) found that “some states were hiring
farge numbers of teachers with out-of-state experience.”  For
example, in the 1980-87 school year, according o Taylor. =20
percent of the teachers hired in Colorado were from out of
state, as were 22 percent of those in Maine and 18 percent of
those in Hinois™ (p. 1),

The National Governors” ASsociation suggests varous ways 1o

achieve some portability:

e States that allow teachers o buv credit for past service (38
states do so) should simplify their often cumbersome processes
and make them more affordable.

An interstate agreement could be set up to allow trnsfer of
pension assets. Teachers would make up any differences
themselves, This would be similar to Canada’s system.

e A defined contribution plan, in which a teaches pays into one
Jccount over the entire career. could collect the money and
pay it out on retirement. No benefits are promised: the teacher
hopes for the best.

The vesting period should be shortened or ehiminated. (Tay-
[or. po 4D

It we are truly one nation, and if teachers are to respor 1o
<hifting demography. economic conditions, and regional differ-
ences. some kind of national view of retirement support needs
investigation.  As McLoone concludes: "With chuanging eco-
nomic conditions of states and regions within states, and therr
concomitant population shifts. lifetime careers in edudation
within a state may not be possible. Portability of henetits can
become increasingly important”™ (1987, p. 2400,
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Earlier, Uniform
Vesting

e We suggest that
states consider
afive-year
vesting period. *

Greater Flexibility

As shown in chapter 2. table 12, states vary widely in the
length of time required before teachers are vested in state
retirement systems—the point at which teachers” pension plans
are protected. The fewest number of years required for vest-
ing—three—is found in Minnesota; the longest period is in
West Virginia, where a teacher must contribute to the state
retirement system for 20 years before their investment is pro-
tected.

A national standard for pension vesting by public employees
would be in keeping with laws pertaining to the private sector.
In The Wage Carrot and the Pension Stick, Kotlikoff and Wise
explain:

Prior to ERISA, compunies often required as many as 25 years
of service for pension vesting. To protect workers from being
dismissed. falling ill. or leaving their employment for other
reasons immediately prior to becoming vested, ERISA man-
dated 100 percent vesting within 10 years of initial participation
in a pension plan. The 10-year vesting rule was reduced 10 3
years in the 1980 Tux Reform Act. (1989, p. O)

We suggest that states consider a five-year vesting period.
which 27 states already meet or exceed (several states vest after
tour or even three years). Given the mobility of teachers, it
scems only fair to have a national vesting standard: five years is
the most common in the public sector and universal in the
private. Such a move would protect teachers” pensions, while
giving these professionals a greater sense of security, If uni-
form vesting were combined with portability. teachers could
work in one state for five or more years, then move to another
and take their protected investment with them.

Pension plans in the public sector are highly rigid systems of
employee weltare. They limit the ability of participants to help
determine:

e the mix of investment opportunities they wish to pursue, whether
stocks, bonds, money markets, or real estate

e the amaount of extra contributions and other investment options

e the rate and means for withdrawing the pension funds once
retirement occurs

e the overall pension policies

While we are not advocating “privatizing” the retirement sys-
tem for teachers. we are suggesting that qualities of private
pension systems might be included in the public system,

For example, we might consider moving away from a strict
“defined benefit plan™ toward a “defined contribution plan.”
thus putting cach member of the retirement system in charge of
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be seen as a form
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investment and
part continue to
be aform of
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part of his or her own portfolio. Perhaps the retirement fund
for each teacher could be divided so that the state retains
control over investing one half and the teacher is given control
over the other half, similar to the control teachers already have
over their 403B (tax-sheltered annuities) investments. For his
or her portion of the fund, the teacher could then select the
desired mix of stocks, bonds, money markets, annuities, and
level of investment risk. The success or failure of the teacher's
own investments would thus determine in parn the size of the
retirement package the teacher would eventually receive,

In a sense, we are suggesting that at least part of the teachers’
fund be scen as a form of personal ineestment (to be moni-
tored, added to, switched around, and controlled by each
individual member) and part continue to be a form of em-
ployee welfare benefit. Currently, the whole fund is seen as a
state-run benefit system over which the teacher has only lim-
ited access, interest, and control.

Finally, we raise a provocative question: Why should a teacher
who happens to work in a poor school district retire with a
much lower pension than one who works in a wealthier
district with richer students, higher pay, and a larger pension
contribution? As long as the pension level is based on the final
salary, some teachers will do better than others. Why not take
a look at actual pensions across the nation, state by state,
district by district, to get some sense of the inequalities that
exXist

As we saw in chapter 2, vedations in salaries and state-to-state
differences in the percentages of salaries thet are contributed
toward retirement can combine to create alarming disparities in
teachers retirement funds, In the example we gave earlier, the
average teacher in Arizona accumulates less than one-third
whut the average Pennsylvania teacher receives toward retire-
ment,

In the absence of an equalized statewide s lary system (such

as Hawaii has), the commission might investi sate some form of

statewide pension plan whereby teachers ceuld be financially
compensated in retirement for what they lost during their
working careers. Already, we see some evidonce that eachers
are willing to trade slightly lower salaries for a better retire-
ment package. Teachers in poorer districts night be willing
toward the end of their careers to contribute nrore of their own
money to their retirement funds if the state would use it 1o
raise their pensions. Some kind of matching formula might be
worked out whereby teachers would kick in exira money to be
matched at a set ratio by the state and district. Such an eftont
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YF OJEFE SANDS

Jeff Sands spent the last 30 years teach-
ing social studies at the Jay Gould Middle
School in a suburban New York school dis-
trict. During much of his career, Jeff won-
dered it he had made the right choice by
becoming a teacher (his mother had urged
him to become a podiatrist instead). In May
1991, he leamed of the state’s new early
retirement incentive plan, which he promptly

Sources of

discussed with his family. After quick chats
with his Uncle Ray and his CPA and a few
calculations, he made a decision: this was
his year to retire!

Jeft began to figure out how much money
he had coming as a 53-year-old future re-
tirce. Here are his caleulations, scrupulously
checked by Uncle Ray and even Aunt Sophic:

Arnnual Projected

Income Income
1. Normal Retirement Pension: 2 pereeni X 30 yaars x 855,000

(his average salany) $33.000
2 New York State Retirement Incentive Bonus:

2 percent x 3 bonus vears of additional service x 855,000 3,300
3. State-Sponsored Annuity Plan: During the past 30 vean,

Jeff has voluntarily contributed to this plan. which is tax deferred

until atter retirement. It is currently valued at S8U.OW00. 3,200
i. Tax-Shelter Annuity Fund: He also took advantage of a

federal tax faw (03B) that allowed him to contribute tax-free

dollars to an aggressive stock fund now worth $155.000. 0.200
3. Unused Sick Days: While the carly retirement incentive plun

strictly prohibits receiving other retirement honuses. it

does allow wachers to cash in unused sick days. Jett has

125 leftover sick davs from his 30 vears of teaching at

$320 per diem rate, or $40.000. 1O
(. Social Security: Partial benetits would start at age 59

and full benetits at age 03, averaging about 14,340

TOTAL $61,640 per year

Over i projected 23-vear period. should
Tett live so fafe. he would accumulate
S1.538.000: his pension and Social Scecurity
il continue as Tong as he is alive: He had a
fonge talk with his mother and Undle Ray
CAunt Sophic was sailing in the Caribbean,

They were impressed. He was worth more in
retirement than at work. Perhuaps becoming a
teacher—with a httle good planning. luck, and

frugalitv—was really o good idea atter all!
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might reward these teachers for the years of lower salaries and
sometimes tougher students they have had to endure.

During the past decade, while the nation has been preoccu-
pied with reforming its schools. something else has been hap-
pening in those schools that has received litde attention. The
clock has been ticking. transforming the demography of
America’s teachers. A teaching force that was once typically
voung and mobile has become older and more stable.

The aging of the teacher work force has given rise to concem
about the level of support for state pension systems and also
about the control and application of retirement procedures.
Specitically, school districts are now examining early retire-
ment incentives. Inducing older teachers to retire early might,
as Tarter and McCarthy put it, “result in salary savings and a
healthy infusion of younger and possibly more-effective teach-
ers” (1989, p. 133).

This report has presented our findings about both regular and
carly retirement and highlighted some of the problem areas.
Solutions are not so casy. This is why we call upon the 50
states that created and maintain these retirement systems. in
concert with the national government, national teachers” unions.
and national associations of school boards and  superinten-
dents. 1o carefully examine the problems and seek solutions in
a coherent. comprehensive, coordinated way.

In general. weachers in the United States are benefitting from
large. sound, and well-run state retirement systems. which are
equal to it not better than many private plans. Although some
states are undergoing serious budget crises in the early 1990s,
Reillv's statement still generally describes the state of the nation’s
teacher retirement systems:

s undisputed that these systems generally pedform at a
higher level thun do their private and federal government
counterparts. More public employees participate in retirement
plans (9870 by the late 19808 as compared 1o 74% of the ERISA-
relevant work force), Stte retirement svstems offer more di-
verse benetits and higher benefit fevels than do private plans,
And recent US. Census analyses show that public pluns are
hetter funded fexcept in a small percentage of the cases] ..
Finally, state administered pension plans are well managed
and no state plan has ever detaulted i pension pavments.
(1985, p. ™)

Some prudent fine-tuning of these retirement systems done
now in the coordinated way we prescribe could guarantee that
Reilly's description holds true for muny more years to come.
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At-Risk Families and
Schools: Becoming
Partners

Lynn Balster Liontos o
Foreword by Don Davies
1992 @ xii + 150 pages @
Perfect (sew wrap) bind o
ISBN 0-80532-113-1 ® §11.95

This book shows educators how to reach out to
Families who are poor, belong to racial ethnic
minorities, or speak a language other than
English. The book contains many examples of
eftective programs along with Liontos's own
recommendations for school boards. administra-
tors, and teachers.

In the foreword, Don Davies calls Lionoss
ook “a welcorie gift to all of us.” in that it
pulls together “various strands of theory.
research, and demonstration” in order to give
cducators i basis for thinking about at-risk
families and the roles they play in schools,

Twenty-cight chapters are grouped mto six
parts: “Background.” “Components,” “Support.”
“Special Ages.” “Special Groups,”and "Process.”
Chapter topics range from why family involve-
ment works 1o how 1o recruit parents for
involvement programs.

The Collaborative School:
| A Work Environment for
Effective Instruction

Stuart C. Smuth and James |
Scott @ Foreword by Rolund s,
1 Barth e 1000 e xij+7 puges e
pertect bind o ISBN 0-86352-
092-5 ¢ $8.00. (Copubhlished
with National Association of
Secondary School Principals.)

What are collaborative schools In contriast 10
many schools where the adults work in isoli-
tion from one another. teachers and admuinistra-
tors in collaborative schools work as a team.
Through such practices as mutual help, ex-
change of ideas, joint planning, and participa-
tion in decisions, the freulty and administrators

improve their own skills and the eftectiveness
of their schools.

This book outlines the educational benefits of
collaboration. describes a variety of collabora-
tive practices already in use in schools, and
suggests ideas for introducing those practices in
other schools that wish to become more
collaborative.

School Leadership:
Handbook for Excellence

1 Edited by Stuart C. Smith and
Philip K. Picle @ Second
Edition ¢ 1989 & xvi + 392
pages o perfect (sew wrap)
bind @ ISBN 0-80352-090-8
S15.95.

This handbook suggests the
knowledge. structure, and
skills necessary for a leader o inspire all
members of the school community to work
together toward the goal of un excellent educu-
tion for every student.

Rather than summurizing research tindings as an
end in itselt. cach chapter includes one or more
sections that spetl out implications, recommen-
dations, or guidelines for putting knowledge
into practice. The book is also.as Edwin M.
Bridges savs in the foreword. “highly readable”

Part 1. The Person

Chapter 1 Portrnt of a Leader

Chapter 2 Leadernship Stvles

Chapter 3 Training and Sclecting School Leaders
Chapter 4 Two Special Cases: Women and Bliacks
Part 2. The Structure

e Chapter 5. School Based Management

e Chuapter 0. Team Management

¢ Chapter 7. Participative Deciston-Making

e Chapter 8. School Climate

Part 3. The Skills

Chapter 9. Leading the Instructional Progrim
Chapter 10, Leading the Instructional Sttt
Chapters 11 Comumnunicaning

Chapter 12, Building Coalstions

Chapter 13, Leading Mecetings

Chapter T4 Managing Time and Stress

Chapter 15 Managing Contlict
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T mma | At-Risk Youth in Crisis: A
YOUTH | Handbook for
. : Colilaboration Between
Schools and Social Services

Professionals in both the
education and the social

- SETVICE SYSIEMS NOw recog-
Tk nize more clearly than ever
b — o~ - —d the need for a team effort.
Problems such as peverty, drug abuse, sexual
abuse. street crime. honietesaness, ieenage
pregnancy, dropping out Qf school, and sexu- -
ally transmitted diseases are oo bigoand too
complex for either the schools or human service
agencies to tackle alone. This series gives
school personnel a practical guide for collubo-
rating with social service agencies in their own
communities.

Volume 1 Introduction and Resaurces

(February 1991) 38 pages

ISBN (0-80532-108-5

Volume 20 Suicide (March 1991) 74 puges

ISBN (0-80552-109-3

Volume 3. Child Abuse (May 1991) 34 pages
ISBN 0-805582.111.5

Volume 4 Substance Abuse (June 1991) 53 pages
ISBN (-80532-112 3

Volume St School Attendance (June 1992) 03 pages
ISBN 0-80552-119-0

All Volumes are 8.5 X 11 inches. saddle bind

o

Price: $7.50 per Volume: set of Volumes 1-3, $30.00

Principals: How to Train,
Recruit, Select, Induct, and
Evaluate Leaders for
America's Schools

Muark E. Anderson ® Foreword
by Danicl L. Duke » 1991 o x
+ 121 pages ® perfect (sew
wrap) bind ¢ [SBN 0-86552.
100-9 e §8.95,

T I What training is needed to be
an effective school leader? Whom do school
districts prefer to hire? How are principals
introduced to their jobs? ‘What type of feedback
on performance do they need and receive?
Why do some prineipals succeed while others
fail? '

Seeking answers to these questions, Mark F.
Anderson skilltully combines knowledge from
both print and practice in a lucid examination
of the truining, recruitment, selection, induction,
and evaluation of America’s principals. He
summarizes key findings from recent literature
on the principalship and also draws from
interviews with leading educators and school
districts” descriptions of their successful pro-

AT o

grams, The result is a scholarly yet practical
monograph that will be of value to principals
and their trainers. recruiters, and supervisors

1 Working Together: The
WORKING | Collaborative
TOGETHER | tyle of Bargaining

Stuart.C. Smith, Diana Bai[,"il’n'a .
Demetri Liontos ¢ Forewortl by
Charles Taylor Kerchner ¢ 1990
e xii + 75 pages e saddle bind
. e [SBN 0-86552-103-4 * $6.75,

In some school districts,
~—————teacher unions and district
officials are exchanging an adversanial style of
lubor relations for 2 more cooperative process
that emphasizes problem-solving, mutual
respect, and team involvement in the education
process. This book's descriptions of collabora-
tive bargaining practices being tried by various
school districts. along with practical guidelines
and pitfalls to avoid, make the volume a good
starting-point for educators interested in adopt-
ing a more collaborative process.

=y assistunce of Barry Groves e
5 Scecond Edition © 1990 e 84
pages e saddle bind e ISBN 0-

,g 86352-102-6 ¢ $6.95.

X’

o Bridges presents an integrated
-} organizational approach in

* which teacher dismissal
becomes a logical extension of overall school
policy. “Superintendents who follow this
systematic approach should be able o upgrade
the quality of their teaching staff, 1o increase the
incidence of dismissal when eachers fail 1o
improve, and fo heighten the prospects of
winning a dismissal case if it is contested by the
teacher,”

This second edition adds significant new
information in such arcas as teacher evaluation
criterid, use of student test scores, evaluation of
teachers by parents, remediation procedures.,
and grounds for dismissal,

Full payment or purchase order must accompany
all orders. A hundling churge (83.00 domestic, $4.00
infernational) is added 1o all billed orders, Make
checks payable 1o University of Oregon/ERIC.
Address erders 1o ERIC CEM, 1787 Agate Sreet,
Fugene, OR 97403, (503) 340-5044. FAX: (303) 340
2331 Expoect 0-8 weeks for delivery. (To expedite
deliveny, vou may specify UPS for an extr charge )
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Here is information about teacher retirement
school boards will find indis le as they seek
to establish a future vision for education in their
schools through prudent long-range and strategic
planning.

Thomas A. Shannon. Executive Director
National School Boards Association

A timely, comprehensive, and invatuable resource.
GRAYING TEACHERS filis a void that has existed
for far too long.

Keith Geidger. President
Nanonal Education Association

As millions of teachers approach retirement age
in the next decade, policy makers will struggle to
balance the need for an orderly transition with
the equally impelling need to retain experienced
educators. GRAYING TEACHERS provides us with
solid base-line information on where we stand
now, and offers an interesting framework for con-
sidering common problems in the future. We en-
dorse the call for a national. state, and local part-
niership to coordinate the funding. portability, and
benefit ievels for our nation's teachers,

Albert Shanker. President
Amerncan Federation of Teachers

These authors found that a growing number of
older teachers want 10 retire—even to retire early
if given an incentive. Case studies in this book
give useful data and methods for evaluating the
effectiveness of various teacher retirement incen-
tive plans.

Richard D. Miller. Executnve Director
American Association of School Administrators

A REPORT ON STATE
PENSION SYSTEMS
AND SCHOOL
DISTRICT EARLY
RETIREMENT
INCENTIVES

This report presents a complete state-by-state
overview of the retirement programs available to
America's teachers. In addition, case studies of
early retirement incentive plans in six districts
show how these plans work: amounts spent and
saved, numbers of teachers eligible to retire early
versus those who take the option, and the costs
of replacing the teachers who retired.

The report provides answers to three related sets
of questions:

e How do the regular retirement plans in the
50 states operate? Who pays? How much?
When are teachers eligible and how much do
they receive? What be, .efits continue beyond
retirement?

What are the nature and effects of the early
retirement incentive plans (ERIPs) in several
districts and states? Do these plans actually
help school districts 1o reduce staff without
layoffs, save money, and replace veteran staff
with new teachers?

What recommendations ¢an be made to im-
prove the quahty and efficiency of teacher
retirement programs into the 21st century?
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